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Washington, Tuesday, October 16, 1956

TITLE 6— AGRICULTURAL CREDIT
Chapter III—-Farmers Home Adminis

tration, Department of Agriculture
Subchapter B— Farm Ownership Loans 

[FHA Instruction 428.1]
Part 311—Basic R egulations 
Subpart B—Loan Limitations

AVERAGE VALUES OF FARMS; WEST VIRGINIA

On September 28, 1956, for the pur
poses of Title I  of the Bankhead-Jones 
Farm Tenant Act, as amended, average 
values of efficient family-type farm- 
management units for the counties iden
tified below were determined to be as 
herein set forth. The average values 
heretofore established for said counties, 
which appear in the tabulations of aver
age values under § 311.29, Chapter III, 
Title 6 of the Code of Federal Regula
tions, are hereby superseded by the aver
age values set forth below for said
counties.

W est Virginia  Average
County: value

Barbour______________ ___ $20,000
Berkeley_____________ _ 30,000
Brooke ___________________  25, 000
Cabell_____________________ 25, 000
Calhoun ________________ 25; 000
Fayette _____ ___________  18, 000
g r a n t_________:_________ _ 20, 000
Greenbrier _________________ 25, 000
Hancock _________!_________ 22,000
Hardy ____________________  20,000
Harrison _______________ _ 27, 000
Jackson _______________ ___ 28, 000
Jefferson __________________  30, 000
Marion_________ ______ ;____ 20,000
MarshaU__________________  25, 000
Mason ____ __________ _____ 80, 000
Mineral ___________________  20, 000
Monongalia________________  20,000
O hio_________ ____________  25,000
Pendleton_________________  22, 000
Preston ___ ____________ ___  20, 000
Putnam _________ _________  23,000
Raleigh ________ ________ __ 18, 000
Randolph __________ _____20, 000
Roane_____________________ 25,000
T aylor___________ ________  20,000
Tyler -------------------------------- 18,000
Upshur _______________ ___  20, 000

(Sec. 41 (i), 50 Stat. 529, as amended; 7 
U. S. O. 1015 (i) )

Dated: October 10, 1956.
[seal] h . C. Smith,

Acting Administrator, 
Farmers Home Administration.

[P. R. Doc. 56-8281; Filed, Oct. 15, 1956; 
8:47 a. m.]

Chapter IV— Commodity Stabilization
Service and Commodity Credif Cor
poration, Department of Agricul
ture
Subchapter B— Loans, Purchases, and Other 

Operations
[1955 Incentive Payment Programs (Shorn 

Wool), Arndt. 4]
P art 472—Wool

Subpart—1955 Incentive Payment 
. Program for Shorn Wool

miscellaneous amendments

The regulations issued by Commodity 
Credit Corporation and the Commodity 
Stabilization Service, containing the re
quirements of the 1955 Incentive Pay
ment Program for Shorn Wool, as 
amended (20 F. R. 2011, 5383 and 21F. R. 
1043, 2741), are further amended as 
follows:

1. At the end of § 472.607 (a), as 
amended, the following is added: “The 
Director of the Livestock and Dairy Divi
sion, Commodity Stabilization Service, 
may waive this 30-day limitation on ap
plications filed before April 1,1957, upon 
recommendation of the respective ASC 
county and state committees if delayed 
filing is due to causes beyond the control 
of the applicant or other good causes.”

2. The heading of § 472.614 and para
graph (a) of the section are deleted and 
the following is substituted therefor:

8 472.614 Death, disappearance, in
competency, or other disability, (a) 
Except as provided in § 472.613, in case 
any person who is entitled to a payment 
under this subpart dies, bec’omes in
competent, or disappears before receiv
ing such payment, whether before or 
after making application therefor, pay
ment may be made, upon proper applica
tion, without regard to claims of credi
tors other than the United States, in 
accordance with the regulations con
tained in 7 CFR Part 1108, Payments of 
Amounts Due Persons Who Have Died, 
Disappeared, or Have Been Declared In
competent, except as follows: References 
in 7 CFR 1108.1 to section 8 of the Soil 
Conservation and Domestic Allotment 
Act, as amended, and to statutes au
thorizing parity payments, shall bo 
deemed to refer to the National Wool 
Act of 1954. The reference in the last 
sentence of 7 CFR 1108.2 to the Agri- 
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cultural Conservation Program Service 
shall be deemed to refer to Commodity 
Credit Corporation. The reference in 
7 CFR Part 1108.7 to Standard Form 
1055 shall be deemed to be a reference 
to Standard Form 1055—Revised, Claim 
Against the United States for Amounts 
Due in the Case of a Deceased Creditor.
(Sec. 4, 62 Stat. 1070, as amended; 15 U. S. C. 
714b. Interpret or apply sec. 5, 62 Stat. 1072, 
secs. 702-709, 68 Stat. 910-192; 15 U. S. C. 
714c, 7 IT. S. C. 1781-1787, 1446)

Issued this 11th day of October 1956.
[seal] T rue D. Morse,

Acting Secretary of Agriculture 
and President, Commodity 
Credit Corporation.

[F. R. Doc. 56-8293; Filed, Oct. 15, 1956; 
8:49 a. m.]

[1955 Payment Program for Lambs and Year
lings (Pulled Wool), Arndt. 4]

P art 472—Wool

Subpart—1955 Payment P rogram for 
Lambs and Yearlings (Pulled Wool)

miscellaneous amendments

The regulations issued by Commodity 
Credit Corporation and the Commodity 
Stabilization Service, containing the re
quirements of the 1955 Payment Pro
gram for Lambs and Yearlings (Pulled 
Wool), as amended (20 F. R. 7541, 7321 
and 21 F. R. 1045, 2743), are further 
amended as follows :

1. At the end of § 472.658 (a ), as 
amended, the following is added: “The 
Director of the Livestock and Dairy Di
vision, Commodity Stabilization Service, 
may waive this 30-day limitation on ap
plications filed before April 1,1957, upon 
recommendation of the respective ASC 
county and state committees if delayed 
filing is due to causes beyond the control 
of the applicant or other good causes.”

2. The heading of § 472.667 and para
graph (a) of that section are deleted and 
the following is substituted therefor:

§ 472.667 Death, disappearance, in
competency, or other disability, (a) In 
case any person who is entitled to a pay
ment under this subpart dies, becomes 
incompetent, or disappears before re

ceiving such payment, whether before or 
after making application therefor, pay
ment may be made, upon proper applica
tion, without regard to claims of creditors 
other than the United States, in accord
ance with the regulations contained in 
7 CFR Part 1108, Payments of Amounts 
Due Persons Who Have Died, Disap
peared, or Have Been Declared Incompe
tent, except as follows: References in 7 
CFR 1108.1 to section 8 of the Soil Con
servation and Domestic Allotment Act, as 
amended, and to statutes authorizing 
parity payments, shall be deemed to 
refer to the National Wool Act of 1954. 
The reference in the last sentence of 7 
CFR 1108.2 to the Agricultural Conserva
tion Program Service shall be deemed to 
refer to Commodity Credit Corporation. 
The reference in 7 CFR Part 1108.7 to 
Standard Form 1055 shall be deemed to 
be a reference to Standard Form 1055— 
Revised, Claim Against the United States 
for Amounts Due in the Case of a De
ceased Creditor.
(Sec. 4, 62 Stat. 1070, as amended; 15 U. S. O. 
714b. Interpret or apply sec. 5, 62 Stat. 1072, 
secs. 702-709, 68 Stat. 910-912; 15 U. S. C. 
714c, 7 U. S. C. 1781-1787, 1446)

Issued this 11th day of October 1956.
[seal] T rue D. Morse,

Acting Secretary of Agriculture 
a n d  President, Commodity 
Credit Corporation.

[F. R. Doc. 56-8292; Filed, Oct. 15, 1956;
8:49 a. m.]

Subchapter D— Regulations Under Soil Bank Act 
P art 485—Soil Bank 

Subpart—Acreage Reserve P rogram 
base unit rates for wheat

Appendix 2 of the regulations govern
ing the 1957 acreage reserve part of the 
Soil Bank Program, 21 F R. 6162, as 
amended in 21 F. R. 6879, which specifies 
the base unit rates for wheat is hereby 
corrected and supplemented as follows:

California

Correct the spelling ot “Yola” County to 
“Yolo” County.

Colorado
Add the following county with base unit 

rate as Indicated:
Teller County------------- Base unit rate—1.13

New Jersey
Add the following counties with base unit 

rates as Indicated:
Base unit

County: rate
Atlantic _________________ ___ _ 1. 31
Union__________ ______________ _ 1.31

P ennsylvania

Add the following counties with base unit 
rates as indicated:
Cameron_____ 1___ ._____________  1.29
Philadelphia_. . . . ___ . . . . ______ . . .  1.34

Texas

Change the Base Unit Rate of Bailey 
County to 1.20. Correct the spelling of “Bam- 
dera” County to “Bandera” County. Correct

the spelling of “Dimit” County to “Dimmit” 
County.

Add the following counties with base unit 
rates as indicated:

Base Unit
County: Bate

Austin ________________________  1. 34
B razos___- _______ ___________ _ 1. 27
Gonzales_____________________ _ 1. 27
Henderson ___________________ _ 1.25
Hopkins___________ ;__________ _ 1. 24
Houston____ __________________ _ 1. 27
R a in s___ _____________________ 1. 24
Red R iver___ __________________  1. 22
T i tu s _i_______________________  1. 22

(Sec. 124, Public Law 540, 84th Cong.)
Done at Washington, D. C., this 11th 

day of October 1956.
[seal] T rue D. Morse,

Acting Secretary.
[F. R. Dec. 56-8294; Filed, Oct. 15, 1956; 

8:49 a. m.]

TITLE 7— AGRICULTURE
Chapter VIII— Commodity Stabiliza

tion Service (Sugar), Department of 
Agriculture

Subchapter B— Sugar Requirements and Quotas 
[Sugar Reg. 811, Arndt. 5]

P art 811—Continental Sugar R equire
ments and Area Quotas

correction

In Sugar Regulation 811, Amendment 
5 (21 F. R. 7206), which was published in 
the F ederal R egister of September 22, 
1956, two figures in § 811.85 (a) were 
shown incorrectly. The quantity of the 
Hawaiian quota which may be filled by 
direct-consumption sugar, shown as 
59,616, should read 29,616. The quantity 
of Puerto Rican direct-consumption 
sugar which may be filled only by sugar 
p r i n c i p a l l y  of crystalline structure, 
shown as‘125,033 short tons, raw value, 
should read 126,033 short tons, raw value.

§ 811.85 Direct-consumption portion 
portion of quotas or prorations—(a) Do
mestic areas. Pursuant to subsections
(a ), (b) and (c) of sec. 207 of the act the 
quotas established in § 811.81 for offshore 
domestic areas may be filled by direct- 
consumption sugar not exceeding the fol
lowing quantity for each such area:

Short tons,
Area: raw value

Hawaii______________________  29, 616
Puerto Rico___ _______________  127, 638
Virgin Islands____ ___________  0

Of the quantity for Puerto Rico which 
may be filled by direct-consumption su
gar, 126,033 short tons, raw value, may 
be filled only by sugar principally of 
crystalline structure.
(Sec. 403, 61 Stat. 932; 7 U. S. C. 1153)

Done a t Washington, D. C., this 11th 
day of October 1956.

[seal] T rue D. Morse,
Acting Secretary.

[F. R. Doc. 56-8290; Filed, Oct. 15, 1956; 
8:48 a.m.]
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Subchapter I— Determination of Prices 

[Sugar Determination 874.9]
P art 874—Sugarcane; Louisiana

PRICES FOR 19 5 6  CROP

Pursuant to the provisions of section 
301 (c) (2) of the Sugar Act of 1948, as 
amended (herein referred to as “act”), 
after investigation, and due considera
tion of the evidence presented at the 
public hearing held in Thibodaux, Loui
siana, on August 2, 1956, the following 
determination is hereby issued:

§ 874.9 Fair and reasonable prices for 
the 1956 crop of Louisiana sugarcane. A 
producer of sugarcane in Louisiana who 
is also a processor of sugarcane (herein
after referred to as “processor”) shall 
have paid or contracted to pay, for 
sugarcane of the 1956 crop grown by 
other producers and processed by him, in 
accordance with the following require
ments :

(а) Definitions. For the purpose of 
this section, the term:

(1) “Price of raw sugar” means the 
price of 96° raw sugar quoted by the 
Louisiana Sugar Exchange, Inc.; except 
that if the Director of the Sugar Divi
sion determines that such price does not 
reflect the true market value of sugar, 
because of inadequate volume, failure to 
report sales in accordance with the rules 
of such Exchange or other factors, he 
may designate the price to be effective 
under this determination, which he de
termines will reflect the true market 
value of sugar.

(2) “Price of blackstrap molasses” 
means the price per gallon of blackstrap 
molasses quoted by the Louisiana Sugar 
Exchange, Inc.; except that if the Direc
tor of the Sugar Division determines that 
such price does not reflect the true mar
ket value of blackstrap molasses, because 
of inadequate volume, failure to report 
sales in accordance with the rules of 
such Exchange or other factors*, he may 
designate the price to be effective under 
this determination, which he determines 
will reflect the true market value of 
blackstrap molasses.

(3) “Standard sugarcane” m e a n s  
Sugarcane, free of trash, containing 12 
percent sucrose in the normal juice with 
a purity of at least 76.00 but not more 
than 76.49.

(4) “Net sugarcane” means the quan
tity of sugarcane obtained by deducting 
the weight of trash from the combined 
weight of sugarcane and trash delivered 
by a producer.

(5) “Salvage sugarcane” means sugar
cane containing either less than 9.5 per
cent sucrose in the normal juice or less 
than 68 purity in the normal juice.

(б) “Trash” means green or dried 
leaves, loose sugarcane tops, attached 
sugarcane tops at or above the green leaf 
roll, dirt and all other extraneous ma
terial which is representative of the 
quantity of sugarcane from which the 
sample for trash determination is taken.
'  (b) Basic price. (1) The basic price 
for standard sugarcane shall be not less 
than $1.06 per ton for each one-cent per 
pound of the average price of raw sugar 
determined in accordance with which

ever of the following periods was used 
by the processor during the 1955 crop, 
or the processor may use the alternate 
period upon approval of the State Office:

(1) The simple average of the daily 
prices of raw sugar for the week in which 
the sugarcane is delivered; or

(ii) The simple average of the weekly 
prices of raw sugar for the period October 
5,1956, through April 25,1957: Provided, 
That the average price of raw sugar as 
determined under this subdivision or 
subdivision (i) of this subparagraph may 
be reduced by not more than the 
following:

(a) 0.022 cent for all mills except those 
located in the areas defined in (b) and 
(c) below;

(b) 0.097 cent for mills located north 
of Bayou Goula between the Atchafalaya 
and Mississippi Rivers and southeast of 
New Iberia west of the Atchafalaya 
River; or

(c) 0.147 cent for mills located north 
and west of New Iberia west of the 
Atchafalaya River.

(2) The basic price for salvage sugar
cane shall be as agreed upon between the 
processor and the producer, subject to 
the approval of the Louisiana State Agri
cultural Stabilization and Conservation 
Office (hereinafter referred to as “State 
Office”).

(d) Molasses payment. For each ton 
of net sugarcane (except salvage sugar
cane) there shall be paid an amount 
equal to the product of 7.3 and one-half 
of the average price per gallon of black -

(c) Conversion of net sugarcane to 
standard sugarcane. Net sugarcane (ex
cept for salvage sugarcane) shall be con
verted to standard sugarcane as follows: 

(1) By multiplying the quantity of net 
sugarcane by the applicable quality fac
tor ih accordance with the following 
table:

Standard
sugarcane

Percent sucrose in normal quality
juice of net sugarcane: factor1

9 .5 ..................................................... 0. 60
10.0 ________________ _ .70
10.5 .....................- .............. ......  .80
11.0 _______................     .90
11.5 .  - .95
12.0 .........___........................ . 1. 00
12.5 ............................................ - 1.05
13.0 ..............   — 1.10
13.5 ......................................... 1.15
14.0 ________ ________ a...... -  1.20
14.5 .........................................    1.25
1 The quality factor for sugarcane of inter

mediate percentages of sucrose in normal 
juice 6hall be interpolated and for sugarcane 
having more than 14.5 percent sucrose in 
the normal juice shall be computed in pro
portion to the immediately preceding in
terval.
and,

(2) By multiplying the quantity de
termined pursuant to subparagraph (1) 
of this paragraph by the applicable 
purity factor in the following table:

strap molasses in excess of 6 cents. The 
average price of blackstrap molasses shall 
be either the simple average of the daily 
prices for the week in which the sugar
cane is delivered, or the simple average

Standard Sugarcane P urity F actor1-

P urity  of normal 
juice

Percent sucrose in normal juice

A t least 
9.50

9.70 9.90 10.10 10.30 10.50 11.00 11.50 12.00 12.50 13.00 13.50'

B ut not
more than 9.89 10.09 10.29 10.49 10.99 11.48 11.99 12.49 12.99 13.49 13.99

9.69

1.000 0.989 0.978 0.967 0.956 0.945 0.936 0.929 0.922 0.915 0.908 0.901
1.005 .993 .982 .971 .960 .949 .941 .934 .927 .920 .913 .906
1.010 .998 .987 .976 .965 .954 .945 .938 .931 .924 .917 .910
1.016 1.003 .992 .981 .970 .959 . 9.50 .943 .936 .929 .922 .915
1.021 1.009 .997 .986 .975 .964 .955 .948 .941 .934 .927 .920
1.025 1.013 1.001 .990 .979 .968 .960 .953 .945 .938 .931 .924
1.030 1.018 1.006 .995 .984 .973 .965 .958 .950 .943 .936 .929
1.035 1.023 1.011 .999 .988 .977 .969 .962 .954 .947 .940 .933
1.040 1.028 1.016 1.004 .993 .982 .974 .966 .959 .951 .945 .938
1.045 1.033 1.021 1.009 .998 .987 .978 .970 .963 . 955 .949 .942
1.050 1.038 1.026 1.014 1.003 .992 .983 .975 .967 .960 .954 .947
1.055 1.043 1.031 1.019 1.007 .996 .987 .979 .971 .964 .958 .951
1.060 1.048 1.036 1.024 lr012 1.000 .991 .984 .976 .968 .962 .955
1.065 1.052 1. 04C 1.028 1.016 1.004 .995 .988 .980 .972 .966 .959

1.057 1.044 1.032 1.020 1.008 1.000 .992 .984 .977 .970 .963____ 1.062 1.049 1.036 1.024 1.012 1.004 .996 .988 .981 .974 .967____ 1.054 1.041 1.028 1.016 1.008 1.000 .992 .985 .978 .971
1.058 1.046 1.033 1.020 1.011 1.004 .996 .988 f 981 974

1.051 L 038 1.025 1.015 1.008 1.000 .992 .985 .978
1.054 1.041 1.028 1.019 1.011 1.004 .996 .989 .981

1.045 1.032 1.023 1.015 1.008 1.000 .993 986
1.049 1.035 1.027 1.019 1.011 1.003 .996 989

1.039 1.031 1.023 1.015 1.007 1 000 993
1.042 1.035 1.026 1.018 1 010 1 003

1.Ó39 1.030 1.022 1.014 L 007 1 000
1.043 1.033 1.025 1.017 1.010 1 003

1.037 1.029 1.021 1.014 1 007
1.040 1.032 1.024 1.017 1.010

1.036 1.028 1 021 1 014
1.039 1.032 1.024 1.017

1.035 1.027 1.020
1.038 1.030 1 023

1.033 1.027
1.036 1.030

1.033

14.00 14.50 15.00 15.50

At
least—

B ut not 
more 

than—
14.49 14.99 15.49 15.99

68.00
68.25
68.50 
68.75
69.00
69.50
70.00
70.50
71.00
71.50
72.00
72.50
73.00
73.50
74.00
74.50
75.00
75.50
76.00
76.50
77.00
77.50
78.00
78.50
79.00
79.50
80.00
80.50 
81.00
81.50 
82.00
82.50
83.00
83.50
84.00
84.50

68.24
68.49 
68.74 
68.99
69.49

0.894
.899
.904
.909
.914
.918
.923
.927
.932
.936
.940
.944
.948
.952
.956
.960
.964
.967
.971
.975
.979
.982

.885

.890

.896

.902

.906

.911

.915

.920

.924

.928

.932

. 9361

.940

.944

.948

.952

.955

.959

.963

.967

.970

.974

.977

.981

.984

.988

.991
994
997000
004
007
010
013
016

0.873
.878
.884
.890
.896
.900
.905
.909
.914
.918
.922
.926
.930
.934
.938
.942
.946
.949
.953
.957
.961
.964
.968
.971
.975
.978
.982
.985
.988
.991
.995
.9981.000

1.004
1.007
1.010

1 Factors applicable to higher sucrose and purity  of the normal juice than shown in this table shall be determined 
by the same method of calculation used to compute the factors specified and shall be furnished by the Louisiana State 
ASO Office, Alexandria, La., upon request.
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of the weekly prices of blackstrap mo- 
losses for the period October 5, 1956 
through February 28, 1957, as agreed 
upon between the processor and the 
producer.

(e) General. (1) The sucrose and pur
ity of the normal juice shall be deter
mined by acceptable methods of analysis 
on sugarcane as delivered, such methods 
to be subject to the approval of the State 
Office.

(2) Because of decreased boiling house 
efficiency deductions may be made from 
the payment for frozen sugarcane ac
cepted by the processor provided such 
deductions are at rates not in excess of 
1.5 percent of the payment, computed 
without regard to the molasses payment, 
for each 0.1 cc. of acidity above 2.50 cc. 
of N/10 alkali per 10 cc. of juice but not 
in excess of 4.75 cc. (intervening fractions 
are to be computed to the nearest mul
tiple of 0.05 cc.). Frozen sugarcane test
ing in excess of 4.75 cc. of acidity shall 
be considered as having no value. Sugar
cane shall not be considered as frozen, 
even after being subjected to freezing 
temperature, unless and until there is 
evidence of damage having taken place 
because of the freeze, such evidence to 
be certified by the State Office.

(3) In the event a general freeze causes 
abnormally low recoveries of raw sugar 
by a processor in relation to the sucrose 
and purity tests of sugarcane, payment 
for such sugarcane may be made as 
mutually agreed upon between the pro
ducer and the processor, subject to ap
proval by the State Office: .Provided, 
That the payment for each ton of net 
sugarcane shall be not less than an 
amount equal to the total returns from 
raw sugar and molasses actually re
covered from such sugarcane, deter
mined on the basis of the simple average 
of the weekly price of raw sugar for the 
period October 5, 1956 through April 
25, 1957 and the simple average of the 
weekly prices of blackstrap molasses for 
the period October 5, 1956 through Feb
ruary 28, 1957, less an amount not to 
exceed $3.00 per gross ton of sugarcane 
for processing and less actual costs of 
hoisting, field weighing and transport
ing such sugarcane.

(4) A processor who paid the costs 
for hoisting and weighing sugarcane of 
the 1955 crop shall also pay such costs 
with respect to the 1956 crop: Provided, 
That nothing in this subparagraph shall 
be construed as prohibiting negotiations' 
with respect to such costs, any change to 
be approved by the State Office.

(5) A processor who made allowances 
to producers for delivering sugarcane 
from the farm to the mill for the 1955 
crop, shall also make such allowances 
for the 1956 crop at rates not less than 
those which were effective under com
parable conditions in 1955.

(6) A processor who made allowances 
to producers for transporting sugarcane 
from the customary delivery points to 
the mill for the 1955 crop, shall also make 
such allowances for the 1956 crop: Pro
vided, That nothing in this subpara
graph shall be construed as requiring the 
processor to make allowances to pro
ducers in excess of the actual costs or 
rates charged by a commercial carrier 
for the customary method of transporta

tion: Provided further, That where the 
only available practicable means of 
transportation is by railroad and the dis
tance to the nearest mill is in excess of 
50 miles or where, because of unusual 
circumstances, the cost of transporting 
sugarcane is in excess of customary al
lowances, such costs may be shared by 
the processor and the producer by agree
ment, subject to the approval of the State 
Office.

(7) If a processor and the producers 
delivering sugarcane to such processor 
mutually agree upon a plan for improving 
harvesting and delivery operations, there 
may be deducted from the price per ton 
of sugarcane an amount equal to one- 
half of the cost of such plan. Such de
duction may not be made until the plan 
has been approved by the State Office.

(8) The requirements of this section 
are applicable to all sugarcane grown by 
a  producer and processed by the 
processor for the extraction of sugar or 
liquid sugar, Provided, That such re
quirements shall not apply with respect 
to sugarcane grown on acreage in excess 
of the proportionate share for the farm 
if such sugarcane is marketed (or 
processed) for the production of sugar 
or liquid sugar for livestock feed or for 
the production of livestock feed.

(9) The processor shall not reduce the 
returns to the producer below those de
termined herein through any subterfuge 
or device whatsoever.
STATEMENT OF BASES AND CONSIDERATIONS

a. General. The foregoing determina
tion establishes the fair and reasonable 
price requirements which must be met, 
as one of the conditions for payment 
under the act, by a producer who proc
esses sugarcane of the 1956 crop grown 
by other producers.

b. Requirements of the act. Section 
301 (c) (2) of the act provides as a con
dition for payment, that the producer on 
the farm who is also, directly or indi
rectly, a processor of sugarcane, as may 
be determined by the Secretary, shall 
have paid, or contracted to pay under 
either purchase or toll agreements, for 
sugarcane grown by other producers and 
processed by him at rates not less than 
those that may be determined by the 
Secretary to be fair and reasonable after 
investigation and due notice and oppor
tunity for public hearing.

c. 1956 price determination. The 1956 
price determination continues the pro
visions of the 1955 crop determination 
except for three changes. The provision 
relating to transportation allowances 
made by processors to producers has been 
clarified with respect to that sugarcane 
delivered directly from the farm to the 
mill, the molasses payment to producers 
is based on 7.3 gallons per ton of sugar
cane, instead of 7.2 gallons, reflecting the 
most recent 5-year average recovery, and 
a provision is included which specifies 
that the fair price requirements are not 
applicable to sugarcane grown in excess 
of the proportionate share for the farm, 
if such sugarcane is marketed (or proc
essed) for the production of sugar or 
liquid sugar for livestock feed or for the 
production of livestock feed.

A public hearing was held at Thibo- 
daux, Louisiana, on August 2, 1956, at

which interested persons presented tes
timony with respect to fair and reason
able prices for the 1956 crop. A repre
sentative of the Louisiana Grower-Proc
essor Committee recommended that the 
provisions of the 1955 crop price deter
mination be continued for the 1956 crop. 
A representative of the Louisiana Farm 
Bureau recommended a revision in the 
sugarcane normal juice sucrose and pur
ity factors to more accurately reflect cur
rent harvesting methods and cane 
varieties; a raw sugar pricing period 
extending from October through Janu
ary instead of the period October 
through January instead of the period 
October through April used in 1955; an 
investigation into the methods of sam
pling and testing sugarcane at the mill; 
and that processors be required to pay 
producers in 1956 the same allowances 
paid in 1955 for transporting sugarcane 
from the farm to the mill.

In making this determination, con
sideration has been given to recommen
dations made at the public hearing, to 
information obtained as a result of in
vestigations and to returns, costs and 
profits data of the Louisiana sugar in
dustry. Analysis of the comparative re
turns and costs of producing and proces
sing sugarcane obtained by survey for 
recent years and restated in terms of 
prospective conditions for the 1956 crop, 
indicates that the relationship in the 
sharing of costs and returns between 
producers and processors continues to 
be equitable.

Previous fair price determinations 
have not made it- clear that processors 
make allowances for cane delivered di
rectly to the mill although such practice 
has been followed by some processors 
for many years. This determination 
specifies that such allowance be made 
by the processor in conformity with cus
tomary practices.

The recommendation that an adjust
ment be made in  the standard sugarcane 
purity factor scale has not been adopted. 
This recommendation has been made in 
previous years and investigations were 
made that resulted in an adjustment of 
the standard sugarcane purity factor 
scale in the 1955 determination. It is 
believed there should be further study 
of the factors involved to determine 
whether additional adjustments are war
ranted.

The purpose of the raw sugar pricing 
period is to provide a basis for comput
ing payments for sugarcane purchased 
from producers by processors. During 
recent years processors have been subject 
to marketing allotments. These allot
ments resulted in a larger portion of 
the crop being marketed in the following 
year and the pricing period for raw 
sugar has been extended to coincide with 
the processors’ marketing opportunities. 
Since it is likely that there will be a sub
stantial amount of sugar from the 1956 
crop carried over until 1957, it is deemed 
eqifitable to continue the pricing period 
specified in the 1955 determination in 
order to maintain the customary rela
tionship between sugarcane settlements 
and raw sugar marketing opportunities 
of processors.

This determination provides that the 
fair price requirements are applicable
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to sugarcane grown for the extraction of 
sugar or liquid sugar, but are not appli* 
cable to sugarcane grown in excess of the 
proportionate share for the farm, if such 
sugarcane is marketed (or processed) 
for the production of sugar or liquid 
sugar for livestock feed or for the pro
duction of livestock feed. During the 
last two or three years quantities of non
quota raw sugar have been imported into 
the United States for use as livestock 
feed. This sugar has been marketed at 
price levels substantially below the price 
levels which prevailed for quota sugars. 
The use of sugar for livestock feed is a 
further development to find alternative 
uses for sugar. Section 212 of the act 
specifies that the quota provisions of 
Title II are not applicable to sugar im
ported into or produced in thé United 
States for this purpose.

In view of the acreage restrictions in 
effect for domestic sugar-producing 
areas in recent years, some domestic 
producers appeared to be interested in 
the production of sugar for livestock 
feed or for the production of livestock 
feed so as to cushion the impact of re
strictions whenever it became necessary 
to reduce production and to allow domes
tic areas to participate in the market 
for livestock feed with foreign areas. 
Recently, section 301 (b) of the Sugar 
Act of 1948 was amended to permit pro
ducers to market (or process) sugarcane 
in excess of the proportionate share for 
the farm for the production of sugar or 
liquid sugar for livestock feed or for 
the production of livestock feed. How
ever, sugar produced from this excess 
sugarcane is not eligible for a Sugar Act 
payment. Prior to this amendment the 
fair price requirements were applicable 
to all sugarcane delivered by producers 
and processed for the extraction of 
sugar or liquid sugar, including sugar
cane produced on acreage in excess of 
the proportionate share for the farm.

The producer is relieved from com
pliance with the conditions for a Sugar 
Act payment with respect to sugarcane 
in excess of the proportionate share for 
the farm which is marketed (or pro
cessed) for the extraction of sugar for 
livestock feed or for the production of 
livestock feed, without causing such pro
ducer to become ineligible for payment 
with respect to sugarcane marketed from 
the acreage within the proportionate 
share for the farm. In view of the fore
going, it has been determined that with 
respect to any sugarcane in excess of the 
proportionate share for the farm of a 
producer who marketed such sugarcane 
for the extraction of sugar for livestock 
feed or for the production of livestock 
feed, the fair price condition shall not 
be applicable.

On the basis of analysis of all perti
nent factors the provisions of this deter
mination are deemed to be fair and 
reasonable.

Accordingly, I  hereby find and con
clude that the foregoing price deter
mination is fair and reasonable and will 
effectuate the price provisions of the act.

RULES AND REGULATIONS
(Sec. 403, 61 Stat. 932; 7 U. S. C. Sup. 1153. 
Interprets or applies seo. 301, 61 Crtat. 929; 
7 XL S. O. Sup. 1131)

Issued this 11th day of October, 1956.
[seal] True D. Morse,

Acting Secretary of Agriculture.
[P. R. Doc. 56-8291; Filed, Oct. 15, 1956; 

8:48 a. m.]

Chapter IX— Agricultural Marketing
Service (Marketing Agreements and
Orders), Department of Agriculture

[Lemon Reg. 662, Arndt. 1]

P art 953—Lemons Grown in  California 
and Arizona

LIMITATION OF SHIPMENTS

Findings. (1) Pursuant to the mar
keting agreement, as amended, and 
Order No. 53, as amended (7 CPR Part 
953; 21 F. R. 4393), regulating the han
dling of lemons grown in the State of 
California or in the State of Arizona, 
effective under the applicable provisions 
of the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U. S. C. 601 
et seq.; 68 Stat. 906, 1047), and upon the 
basis of the recommendation and in
formation submitted by the Lemon 
Administrative Committee, established 
under the said amended marketing 
agreement and order, and upon other 
available information, it is hereby found 
that the limitation of the quantity of 
such lemons which may be handled, as 
hereinafter provided, will tend to effec
tuate the declared policy of the act.

(2) It is hereby further found that it 
is impracticable and contrary to the pub
lic interest to give preliminary notice and 
engage in public rule-making procedure, 
and postpone the effective date of this 
amendment until 30 days after publica
tion thereof in the F ederal R egister (60 
Stat. 237; 5 U. S. C. 1001 et seq.) because 
the time intervening between the date 
when information upon which this 
amendment is based became available 
and the time when this amendment must 
become effective in order to effectuate 
the declared policy of the Agricultural 
Marketing Agreement Act of 1937, as 
amended, is insufficient, and this amend
ment relieves restriction on the handling 
of lemons grown in the State of Cali
fornia or in the State of Arizona.

Order, as amended. The provisions in 
paragraph (b) (1) (ii) of § 953.769
(Lemon Regulation 622, 21 F. R. 7667) 
are hereby amended to read as follows:

(ii) District 2: 209,250 cartons.
(Sec. 5, 49 Stat. 753, as amended; 7 U. S. C. 
608c)

Dated: October 11,1956.
[seal] S. R. Smith ,

Director, Fruit and Vegetable 
Division, Agricultural Mar- 
keting Service.

[F. R. Doc. 56-8289; Filed, Oct. 15, 1956;
8:48 a. m.]

[Grapefruit Reg. 110]

P art 955—Grapefruit Grown in  Ari
zona; in  I mperial County, California ; 
and in  T hat P art of R iverside 
County, California, Situated South 
and East of the San Gorgonio Pass

limitation of shipments

§ 955.371 Grapefruit Regulation 110— 
.(a) Findings. (1) Pursuant to the mar
keting agreement, as amended, and 
Order No. 55, as amended (7 CFR Part 
955), regulating the handling of grape
fruit grown in the State of Arizona; in 
Imperial County, California; and in that 
part of Riverside County, California, 
situated south and east of the San Gor
gonio Pass, effective under the applicable 
provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U. S. C. 601 et seq.), and upon the basis 
of the recommendations of the Adminis
trative Committee (established under the 
aforesaid amended marketing agreement 
and order), and upon other available' 
information, it is hereby found that the 
limitation of shipments of grapefruit, as 
hereinafter provided, will tend to effec
tuate the declared policy of the act.

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof in the F ederal R egister (60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
in order to effectuate the declared policy 
of the act is insufficient, and a reason
able time is permitted, under the circum
stances, for preparation for such effec
tive date. The Administrative Commit
tee held an open meeting on October 4, 
1956, to consider recommendations for a 
regulation, after giving due notice of 
such meeting, and interested persons 
were afforded an opportunity to submit 
their views at this meeting; information 
regarding the provisions of the regula
tion recommended by the committee has 
been disseminated to shippers of grape
fruit, grown as aforesaid, and this sec
tion, including the effective time thereof, 
is identical with the recommendation of 
the committee; it is necessary, in order 
to effectuate the declared policy of the 
act, to make this section effective on the 
date hereinafter set forth so as to provide 
for the regulation of the handling of 
grapefruit at the start of this marketing 
season; and compliance with this section 
will not require any special preparation 
on the part of persons subject thereto 
which cannot be completed on or before 
the effective date hereof.

(b) Order. (1) During the period be
ginning at 12:01 a. m., P. s. t., October 
21, 1956, and ending at 12:01 a. m., 
P. s. t., December 16, 1956, no handler 
shall ship:

(i) Any grapefruit of any variety 
grown in the State of Arizona; in Im
perial County, California; or in that 
part of Riverside County, California, 
situated south and east of the San
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Gorgonio Pass unless such grapefruit are 
at least fairly well colored, and otherwise 
grade at least U. S. No. 2; or

(ii) Prom the State of California or 
the State of Arizona (a) to any point 
outside thereof in the United States, any 
grapefruit, grown as aforesaid, which are 
of a size smaller than 3 inches in 
diameter, or (5) to any point in Canada, 
any grapefruit, grown as aforesaid, 
which are of a' size smaller than 3%e 
inches in diameter (“diameter” in each 
case to be measured midway at a right 
angle to a straight line running from the 
stem to the blossom end of the fruit), 
except that a tolerance of 5 percent, by 
count, of grapefruit smaller than the 
foregoing minimum sizes shall be per
mitted which tolerance shall be applied 
in accordance with the provisions for the 
application of tolerance, specified in the 
revised United States Standards for 
Grapefruit (California and Arizona), 7 
CFR 51.925-955: Provided, That, in de
termining the percentage of grapefruit 
in any lot which are smaller than 3l1Ae 
inches in diameter, such percentage shall 
be based only on the grapefruit in such 
lot which are of a size 4%e inches in 
diameter and smaller; and in determin
ing the percentage of grapefruit in any 
lot which are smaller than 3%6 inches in 
diameter, such percentage shall be based 
only on the grapefruit in such lot which 
are of a size 3*%6 inches in diameter and 
smaller.

(2) As used herein, “handler,” “va
riety,” “grapefruit,” and “ship” shall 
have the same meaning as when used in 
said amended marketing agreement and 
order; and the terms “U. S. No. 2” and 
“fairly well colored” shall each have the 
same meaning as when used in the re
vised United States Standards for 
Grapefruit (California and Arizona), 7 
CFR 51.925-51.955.
(Sec. 5, 49 State. 753, as amended; 7 U. S. O.- 
608c)

Dated: October 11,1956.
[seal] S. R. Smith,

Director,
Fruit and Vegetable Division.

[P. R. Doc. 56-8287; Piled, Oct. 15, 1956;
8:48 a. m.]

TITLE 19— CUSTOMS DUTIES
Chapter I— Bureau of Customs, 

Department of the Treasury 
[T. D. 54213]

Part 2—Measurement of Vessels

b l u e p r in t s , d r a w in g s , a n d  s k e t c h e s

In order to provide for the filing of 
blueprints or drawings for vessels and 
to clarify the requirements for sketches 
to be made by admeasurers when blue
prints or drawings are not available, 
§ 2.9 of the Customs Regulations is 
amended as follows:

That portion of paragraph (a) imme
diately following the section heading 
and preceding the numbered subpara
graphs therein is deleted and the fol
lowing is substituted therefor:

(a) Plans to be filed. In order to facil
itate admeasurement, there shall be fur

nished by the vessel’s builder or owner to 
the collector of customs for the district 
in which the vessel will be admeasured, 
either with the application for admeas
urement or a reasonable period before 
admeasurement is scheduled to com
mence, blueprints or drawings of the 
following:

The following is added to paragraph
(a) as an undesignated new paragraph 
at the end thereof:

If there are no blueprints or drawings 
available and if the collector is satisfied 
that it is impracticable to require such 
plans to be prepared and made available, 
considering the size and nature of the 
vessel as well as the cost and time in
volved, the vessel shall be measured with
out requiring their production.

Paragraph (b) is amended to read:
(b) Sketches. When blueprints or 

drawings are not produced, necessary 
rough sketches may be made during the 
course of admeasurement showing the 
inboard profile, the midship cross-sec
tion, the hull and deck arrangements, 
and related matters, recording any nec
essary dimensions and showing details 
of important features such as the depth 
of side and bottom frames or floor 
timbers; the dimensions, location, and 
use of structures and hull spaces; and 
the thickness of the inner and outer skin. 
Such rough sketches shall be retained 
and filed with the other admeasurement 
papers. The rough sketches made shall 
not be redrawn to scale unless the ad- 
measurer is satisfied that such action is 
necessary to insure that accurate dimen
sions have been lifted, to avoid the neces
sity for readmeasurement, or to insure 
against a claim of error which may 
reasonably be expected to be made in a 
particular case by the owner or agent.
(R. S. 161, 4153, as amended, secs. 2, 3, 23 
Stat. 118, as amended, 119, as amended, sec. 
4, 28 Stat. 743, as amended; 5 U. S. C. 22, 46 
U. S. C. 2,3, 77, 79)

[ s e a l ] R a l p h  K e l l y ,
Commissioner of Customs.

Approved: October 8,1956.
D a v id  W. K e n d a l l ,

Acting Secretary of the Treasury.
[P. R. Doc. 56-8282; Piled, Oct. 15, 1956;

8:48 a. m.]

TITLE 21— FOOD AND DRUGS
Chapter I— Food and Drug Adminis

tration, Department of Health, Edu
cation, and Welfare

Subchapter C— Drugs
Part 141 a—Penicillin and P enicillin- 

Containing Drugs ; Tests and Methods 
of Assay

P art 146a—Certification of P enicillin 
and P enicillin-Containing Drugs

MISCELLANEOUS AMENDMENTS

By virtue of the authority vested in the 
Secretary of Health, Education, and Wel
fare by the provisions of the Federal 
Food, Drug, and Cosmetic Act (sec. 507, 
59 Stat. 463, 61 Stat. 11, 63 Stat. 409, 
67 Stat. 389; sec. 701, 52 Stat. 1055; 21

U. S. C. 357, 371) and delegated to the 
Commissioner of Food and Drugs by the 
Secretary (20 F. R. 1996), the regulations 
for tests and methods of assay and certi
fication of pencillin and pencillin-con- 
taining drugs (21 CFR Parts 141a, 146a; 
21 F. R. 2789) are amended as indicated 
below:

la. The section headnote of § 141a.89 
is changed to read: “§ 141a.89 Procaine- 
penicillin-neomycin-polymyxin in oil; 
procaine -penicillin-neomycin-polymyxin 
ointment".

b. In paragraph (a) (1), (2), and (3), 
the words “per gram” are changed to 
read “per milliliter or per gram”.

2. Section 146a.lll is amended in the 
following respects:

a. The section headnote and para
graph (a) are changed to read as follows:

§ 146a.lll Procaine penicillin-neomy
cin-polymyxin in dil; procaine penicillin- 
neomycin-polymyxin o i n t m  en  t—(a) 
Standards of identity, strength, quality, 
and purity. Procaine penicillin-neomy- 
cinpolymyxin in oil is a suspension of 
procaine penicillin, neomycin, and poly
myxin in refined peanut oil or sesame oil, 
with or without the addition of one or 
more suitable and harmless dispersing 
and suspending agents. Procaine peni
cillin-neomycin-polymyxin ointment is 
procaine penicillin, neomycin, and poly
myxin in a suitable and harmless oint
ment base. It may contain a suitable 
anesthetic, a suitable and harmless pre
servative, and cortisone or a suitable de
rivative of cortisone. Its moisture 
content is not more than 1.0 percent. 
I t contains not less than 25,000 units of 
procaine penicillin, not less than 17.5 
milligrams of neomycin, and not less 
than 5,000 units of polymyxin per milli
liter or per gram. The procaine penicil
lin used conforms to the requirements of 
§ 146a.44 (a), except § 146a.44 (a) (2) 
and (3). The neomycin used conforms to 
the requirements of § 146e.410 (a) (2) of 
this chapter. The polymyxin used con
forms to the requirements of § 146b.107
(a) of this chapter. Each other sub
stance used, if its name is recognized 
in the U. S. P. or N. F., conforms to the 
standards prescribed therefor by such 
official compendium.

b. In paragraph (b) Packaging, sub
divisions (a), (b), and (c) under sub- 
paragraph (1) are redesignated as sub
divisions (i), (ii), and (iii), respectively.

c. In paragraph (b) (1), renumbered 
subdivision (i) is amended by changing 
the words “per gram” to read “per milli
liter, per gram,”.

d. In paragraph (b) (1), renumbered 
subdivision (ii) is amended by inserting 
after the word “anesthetic” the words 
“, a preservative,”.

e. In paragraph <b) (1), renumbered 
subdivision (iii) is.changed to read:

(iii) If it contains cortisone or a deri
vative of cortisone, after the name "pro
caine penicillin-neomycin-polymyxin in 
oil” or “procaine penicillin-neomycin- 
polymyxin ointment,” wherever such
name appears, the words “w ith_______
(the blank being filled in with the com
mon or usual name of each such other 
ingredient),” in juxtaposition with such 
name.
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f. Paragraph (b) (2) is amended by 
changing the words “per gram” in the 
first sentence to read “per milliliter or 
per gram.”

Notice and public procedure are not 
necessary prerequisites to the promul
gation of this order, and I so find, since 
it was drawn in collaboration with in
terested members of the affected industry 
and since it would be against public in
terest to delay providing for the amend
ments set forth above.

Effective date. This order shall become 
effective upon publication in the F ederal 
R egister, since both the public and the 
affected industry will benefit by the ear
liest effective date, and I so find.
(Sec. 701, 52 Stab. 1055; 21 U. S. C. 371. In
terprets or applies sec. 507, 59 Stat. 463, as 
amended; 21 U. S. C. 357)

Dated: October 10,1956.
[seal] G eo. P. Larrick,
Commissioner of Food and Drugs.

[F. R. Doc. 56-8277; Filed, Oct. 15, 1956;
8:47 a. m.]

TITLE 15— COMMERCE AND 
FOREIGN TRADE

Chapter III— Bureau of Foreign Com
merce, Department of Commerce

Subchapter B— Export Regulations 
[8th Gen. Rev. of Export Regs.; Arndt. 151J

Part 373—Licensing P olicies and
R elated Special Provisions

Part 379—Export Clearance and 
Destination Control

Part 380—Amendments, Extensions, 
T ransfers

miscellaneous amendments

1. Section 373.40 Iron and steel, para
graph (d) Iron and steel scrap is 
amended to read as follows :

(d) Iron and steel scrap, Schedule B 
Nos. 601010, 601040, 601050, 601070, and 
6010902—(1) General. License applica
tions to export iron and steel scrap, 
Schedule B Nos. 601010, 601040, 601050, 
601070, and 601090, except where the ulti
mate destination of the exportation is 
in Mexico or where “offshore” scrap 
(scrap located in American possessions or 
territories, including Alaska, outside the 
continential United States) is to be ex
ported, will be considered by the Bureau 
of Foreign Commerce only where the ap
plication contains the certification de
scribed in subparagraph (2) of this para
graph.

(2) Evidence of availability required. 
The following certification shall appear 
on each application:

I (we) certify that the scrap commodities 
in the quantities described on this license 
application are in my (our) possession or 
will be in my (our) possession for export not
later th a n __________________ ___ _

(DAte)
(3) Offshore scrap. License applica

tions to export these scrap commodities
1 This amendment was published in Cur

rent Export Bulletin No. 771, dated October 
11, 1956.

* See § 373.40 (e) for Rerolling Rails, Sched
ule B No. 601170.

from an American possession or territory 
outside the continental United States, in
cluding Alaska, shall include the follow
ing certification:

I (we) certify that the commodities de
scribed in this application originated in 
(name of United States territory or posses
sion) and will be exported from (name of 
United States territory or possession).

(4) Validity period. Licenses to ex
port these iron and steel scrap com
modities, except where the ultimate 
destination of the exportation is in 
Mexico or where “offshore” scrap is to be 
exported, will be issued for a maximum 
validity period ending on the last day of 
the third month following the month 
during which the license is validated, 
e. g., a license issued on September 15, 
1956, would expire on December 31,1956. 
All licenses for iron and steel scrap des
tined for Mexico and all licenses for 
“offshore” scrap to be exported to any 
destination shall bear the usual six- 
month validity period.

(5) Documentation. Exporters are 
advised that in accordance with the pro
visions of § 372:10, it may be necessary 
in some instances to require additional 
documentation in support of license ap
plications. Where this occurs, the appli
cant will be advised after review of the 
application by the Bureau of Foreign 
Commerce.

Note: In accordance with the provisions of 
§ 379.3 (c) (3), in all cases where a Shipper’s 
Export Declaration is required by the Export 
Regulations or the Regulations for the Col
lection of Statistics of Foreign Commerce and 
Navigation of the United States, the shipper 
shall present to the Collector of Customs an 
additional copy of the Declaration for ex
portations of iron and steel scrap, Schedule 
B Nos. 601010 through 601090.8 The addi
tional copy shall bear the following notation 
in the upper right corner: “COMM-8.”

This part of the amendment shall be
come effective as of October 18,1956.

2. Section 373.40 Iron and steel is 
amended by adding a new paragraph (e) 
to read as follows:

(e) Rerolling rails, Schedule B No. 
601170—(1) General. License applica

tions to export rerolling rails, Schedule B 
No. 601170, will be considered for ap
proval in accordance with the procedure 
described below.

(2) Evidence of availability. The fol
lowing certification shall appear on each 
application:

I (we) certify that the commodities in the 
quantities described on this license appli
cation are in my (our) possession or will be 
in my (our) possession for export not later
t h a n _______ ______ _

(Date)
(3) Statement of Past Participation in 

Exports, Form IT - or FC-821. * Appli
cants for licenses to export rerolling rails 
are required to submit to the Bureau of 
Foreign Commerce a Statement of Past 
Participation in Exports in accordance 
with the procedure set forth in § 373.4. 
In order to be considered during the 
fourth quarter of 1956, the Form IT- or 
FC-821 must be received in the Bureau 
of Foreign Commerce no later than Oc
tober 25, 1956. The report shall be 
broken down by countries of destination 
and shall cover the quantity of exports 
from the United States of rerolling rails, 
exclusive of other rerolling materials, 
made by the applicant during the calen
dar year 1955 and the period January 1, 
1956 through September 20, 1956, where 
the total value of such exports to all 
countries amounted to $3,000 or over. 
In preparing Form IT- or FC-821, the 
heading above items (c) and (d) shall 
read “calendar year 1955” and the head
ing above items (e) and (f) shall read 
“January 1 through September 20, cal
endar year 1956.”

(4) Time for submission of applica
tions. Applications for licenses to ex
port rerolling rails, Schedule B No. 
601170, shall be submitted in accordance 
with the time schedule set forth in 
§ 373.71.

This part of the amendment shall be-, 
come effective as of October 18, 1956.

3. Section 373.71 Supplement 1; time 
schedules for submission of applications 
for licenses to export certain Positive List 
commodities is amended to read as 
follows:

T ime Schedules foe Submission of Applications foe L icenses to E xpoet Ceetain P ositive L ist Commodities 
(Fourth quarter of 1956 and first quarter of 1957)

Dept, of 
Com-

Commodity
Submission dates

Schedule 
B No . Fourth quarter, 1956 First quarter, 1957

601170
630050
630070
641300

644000

Rerolling rails..............................
Aluminum scrap (new and old)____
Aluminum remelt ingots . . .
Copper scrap (new and old containing 40 percent or 

more copper.*
Copper-base alloy scrap (new and old) containing 

40 percent or more copper, excluding copper-nickel 
alloy scrap containing 40 percent or more copper 
and 5 percent or more nickel.1

Oct. 11 to Dec. 15, 1956. 

Oct. 6 to Dec. 15,1956.

644100
619159
622098
664998

829810

830980
839750
839900

842900

Copper-base allov ineots and other crude forms
Selenium powder___________
Ferroselenium.............
Selenium metal, except selenium-bearing scrap ma

terials.
Selenium-containing rubber compounding agents 

not of coal tar origin: accelerators.
Selenous acid (selenious acid)______________
Selenium salts of organic compounds______ . . .

■ Selenium salts and compounds, including selenium 
dioxide.

Selenium-containing pigments_____________

•Sept. 4 to 18, 1956 _ . . .  .. Dec. 8 to 17,1956.

1 License applications to export “offshore”  copper scrap may be subm itted a t any time. See 8 373.41 (c) (7).

8 This regulation includes shipments under a validated license, under a general license, and 
shipments to Canada.
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Note: 1. Return of unused quotas. As 
soon as a licensee determines that he will 
not export the entire licensed amount of a 
commodity subject to a quantitative quota 
he shall promptly submit to the Bureau of 
Foreign Commerce a request for an amend
ment reducing the quantity covered by the 
license to the amount he actually. Intends 
to export (see § 373.6). If none of the com
modities covered by the license is to be 
exported, the license shall be returned to 
the Bureau of Foreign C o m m e r c e  for 
cancellation.

2. Where no filing dates are announced. 
Applications for licenses to export commodi
ties for which no specified filing dates are 
announced may be submitted at any time 
(see 5 372.5(c)).

8. Intransit shipments. Export applica
tions for commodities requiring a validated 
license when moving In transit through the 
United States may be submitted at any time 
and are not subject to specified filing dates 
(see Note following 5 372.6(d)).

4. Section 379.3 Presentation of Ship
per’s Export Declaration, paragraph (e) 
Special requirements is amended by add
ing a new subparagraph (3) to read as 
follows:

(3) Special requirements for exporta
tions by air. (i) The provisions of this 
subparagraph apply to any exportation 
by air, other than air mail or air parcel 
post, where the related Shipper’s Export 
Declaration requires a destination con
trol statement (see § 379.10).

(ii) For any such exportation by air, 
one copy of the related Air Waybill (or 
other contract of carriage) shall be sub
mitted to the Collector of Customs at the 
gateway or port of exit at the same time 
as the Shipper’s Export Declaration is 
presented for authentication. This copy 
of the waybill submitted to the Collector 
will be returned to the presenting party,

(iii) Where several individual expor
tations are consolidated into one ship
ment for which a consolidated Master 
Air Waybill is issued by the carrier, a 
copy of each of the individual Air Way
bills issued by the consolidator (indirect 
carrier) for each exportation contained 
In the consolidated shipment shall be 
submitted to the Collector of Customs. 
However, it is not required that the 
“Master” Waybill be submitted to the 
Collector.

(iv) The copy of the waybill presented 
to the Collector will be examined by him 
to assure that it meets all the require
ments of the Export Regulations and will 
be returned to the presenting party.

(v) In the case of an exporation in
cluded in a consolidated shipment, the 
consolidator shall be responsible for as
suring that the office copies of the way
bill retained by him at the gateway or 
port of exit, as well as all copies of the 
waybill which are to be sent abroad, shall 
conform to the copy of the waybill pre
sented to the Collector. In the case of 
an exportation which is not included in a, 
consolidated shipment, the exporting 
carrier shall have this responsibility.

Note: The provision« of subparagraph 
(3) of this paragraph do not require an ex
porting carrier or consolidator to assure the 
conformity of copies of the waybill which 
are not accessible to him at the gateway or 
port of exit and which are not to be sent 
abroad.

This part of the amendment shall be
come effective as of November 26, 1956.

5. Section 379.10 Destination control, 
paragraph (c) Statement regarding ulti
mate destination on Declaration, Bill of 
Lading, and Commercial Invoice, sub- 
paragraph (2) is amended to read as 
follows:

(2) (i) No carrier by water, land, or 
air shall issue, and no licensee, shipper, 
consignor, exporter or consignee, or their 
agents, or any other person, shall pre
pare or procure a Bill of Lading covering 
an exportation of a commodity with re
spect to which a Declaration has been 
authenticated by a Collector containing 
the applicable statement set forth in 
subparagraph (1) of this paragraph, un
less all copies of such Bill of Lading, 
including all non-negotiable and office 
copies except as provided in subdivision
(ii) of this subparagraph, shall contain 
the same statement.

(ii) In the case of shipments by air 
(other than airmail or air parcel post) 
the provisions of subdivision (i) of this 
subparagraph are applicable to: (a) 
Any Air Waybill issued by a consolidator 
(indirect carrier) for an exportation in
cluded in a consolidated shipment; or
(b) any Air Waybill issued by a carrier 
or other person covering an exportation 
not included in a consolidated shipment. 
The provisions of subparagraph (1) of 
this paragraph do not apply to a “Mas
ter” Air Waybill issued by a carrier to 
cover a consolidated shipment.

This part of the amendment shall be
come effective as of November 26, 1956.

6. Section 379.10 Destination control, 
paragraph (h) Conformity of export 
control documents is amended by sub
stituting the following for the introduc
tory clause in subparagraph (2):

(2) The rules of conformity set forth 
below shall apply to all shipments which 
are subject to the provisions of this Sec
tion; except that in the case of ship
ments by air, other than air mail or air 
parcel post, the conformity rules do not 
apply to a consolidated “Master” Air 
Waybill. However, the rules of con
formity do apply to any individual Air 
Waybill issued by a consolidator (indi
rect carrier) for an exportation included 
in a consolidated shipment and to any 
Air Waybill issued by a carrier or other 
person covering an exportation not in
cluded in a consolidated shipment.

This part of the amendment shall be
come effective as of November 26, 1956.

7. Section 386.2 Amendments or al
terations of licenses, paragraph (f) 
Where to file, subparagraph (1) General 
is amended by adding Dallas to the list of 
Department of Commerce field offices.

This part of the amendment shall be
come effective as of October 11, 1956.
(Sec. 8, 63 Stat. 7, as amended; 50 U. S. C. 
App. 2023. E. O. 9630, 10 F. R. 12245, 3 CFR, 
1945 Supp., K O. 9919, 13 F. R. 59, 3 CFR, 
1948 Supp.)

Loring K. Macy, 
Director,

Bureau of Foreign, Commerce.
[F. R. Doc. 56-8285; Filed, Oct. 15, 1956;

8:48 a. m.]

TITLE 36— PARKS, FORESTS, AND 
MEMORIALS

Chapter I— National Park Service, 
Department of the Interior 
Part 20—Special R egulations

OLYMPIC NATIONAL PARK
1. In § 20.28, subparagraph (1) of par

agraph (a) Fishing; open season, is 
amended to read as follows:

(a) Fishing; open season * * *
(1) Lake Crescent, Lake Mills and Irely 

Lake are open to fishing from May 15 to 
October 31, inclusive.

Issued this 20th day of September 
1956.
(Sec. 3, 39 Stat. 535, as amended, sec. 209, 
48 Stat. 205; 16 U. 8 . C. 3, 40 U. S. C. 409)

[seal] F red J . Overly,
Superintendent, 

Olympic National Park.
[F. R. Doc. 56-8268; Filed, Oct. 15, 1956; 

8:46 a. in.]

TITLE 43— PUBLIC LANDS: 
INTERIOR

Chapter I— Bureau of Land Manage
ment, Department of the Interior 

Appendix— Public Land Orders 
[Public Land Order 1344]' 
[Montana 020559 (SD) ]

South Dakota
RESERVING PUBLIC LANDS WITHIN BLACK 

HILLS NATIONAL FOREST FOR USE OF 
FOREST SERVICE AS PICNIC AND CAMP 
GROUNDS
By virtue of the authority vested in the 

President by the act of June 4, 1897 (30 
Stat. 34, 36; 16 U. S. C. 473) and other
wise, and pursuant to Executive Order 
No. 10355 of May 26,1952, it is ordered as 
follows:

Subject to valid existing rights, the 
following-described public lands within 
the Black Hills National Forest in South 
Dakota are hereby withdrawn from all 
forms of appropriation under the public- 
land laws, including the mining but not 
the mineral-leasing laws, and reserved 
for use of the Forest Service, Department 
of Agriculture, as picnic and camp 
grounds:

Black Hills Principal Meridian

BLACK HILLS NATIONAL FOREST

Battle Creek Picnic Ground: 
ip 2 g R 6 E

Sec.’lO, SE^SW ^NE^.
The area described contains 10 acres.

Beaver Creek Picnic Ground:
T. 5 S., R. 5 E.,

8ec.21,Ey2N E^SE^;
Sec. 22, WVaNWpW^.

The areas described aggregate 40 acres. 
Boulder Park Picnic Ground:

T. 5 N., R. 4 E., '~
sec. 15, sw y4s w s e , s e ^ s e &s w ^ ;  
Sec. 22, NWy4NWi/4NEi/4, NE&NEft 

NW14.
The areas described aggregate 40 acres. 

Boxelder Forks Picnic Ground:
T. 3 N., R. 5 E.,

Sec. 20, Sy2SE^SE^;
Sec. 28, SW&NW^NW^;
Sec., 29, Ny-NE^NE^, SE^N E^NE^. 

The areas described aggregate 60 acres.
No. 2Ö1- -2
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Ditch Creek Camp Ground:
I 1 1 3 2 E

Sec. ' 14, SE&NW&SE#, S%NE%NW%
SEi/4 , n  y2 ne % sw  y4 se yA.

The areas described aggregate 20 acres.
Elk Creek Picnic Ground:

T. 4 N., R. 6 E.,
Sec. 26, NW&NE&.

The area described contains 40 acres.
Flynn Creek Picnic Ground:

T. 4 S., R. 5 E.,
Sec. 20, Ni/aSE^SE^.

The area described contains 20 acres.
Glen Erin Picnic Ground:

T. 4 S., R. 5 E.,
Sec. 4, NW ^SW ^SW ^, NW%SW&;
Sec. 5, NEy2SE^SE^, SE^N E^SE^. 

The areas described aggregate 70 acres. 
Iceb'ox Canyon Picnic Ground:

T. 4 N., R. 2 E.,
Sec. 23, Ny2NW%SW%SE%, SW^NW^

SEV4, s  y2 se  y4 ne y4 sw  y4, n &n e& 
SEy2sw i4 , w  y2 se  % n w  % se y4.

The arèas described aggregate 30 acres. 
Lightning Creek Picnic Ground:

T. 4 S., R. 3 E.,

RULES AND REGULATIONS
Sec. 1, NEy4SEi4NW^, NW ^SW ^NE^, 

S E ^ N E ^ N W ^ , SW ^N W % N E ^.
The areas described aggregate 40 acres. 

Newton Forks Picnic Ground:
T. 1 S., R. 4 E.,

Sec. 14, SE^NW ^.
The area described contains 40 acres.

Mann Road Picnic Ground:
1* 4 S R 2 £

S eers , S W i/iS W ^S E y ;.
The area described contains 10 acres. 

Mitchell Lake Camp Ground:
1* 1 S p, 5 e

Sec.28,’ Ny2NWi4NWi4, NW^NE^NW^i. 
The areas described aggregate 30 acres. 

Moon Camp Ground:
>XI 1 S p i e

Sec.’21, NE-y4SWi4, (lot 7).
The area described contains 40 acres. ,___

Reno Gulch Picnic Ground:
T .2S..R .4E .,

Sec. 3, NWi/4NWy4NWi/4 part of lot 8;
Sec. 4, NE 14 NE % NE 14 part of lot 3.

The areas described aggregate 20 acres. 
Rockerville Camp Ground:

T. 1 S., R. 6 E.,

Sec. 14, SW ^SE^.
The area described contains 40 acres.

Spring Creek Picnic Ground:
iji I g g JJJ

Sec!’5, Sy2SW^SEi4, SE^SE^SW ^;
Sec. 8, NE 14 NE % N W %, NW *4NWy4 NE %. 

The areas described aggregate 50 acres. 
Strato Rim Picnic Ground:

T. 1 S., R. 6 E.,
Sec. 12, SE yA NE 14, E i/2 SW^ NE $4.

The areas described aggregate 60 acres. 
Vanocker Picnic Ground:

T. 5 N., R. 5 E.,
Sec. 32, Ny2NW^NE%.

The area described contains 20 acres.
This order shall take precedence over 

but not otherwise affect the existing res
ervation of the lands for national forest 
purposes.

F red G. Aandahl,
Assistant Secretary of the Interior.

October 10, 1956.
[F. R. Doc. 56-8267; Filed, Oct. 15, 1956; 

8:46 a. m.]

PROPOSED RULE MAKING
DEPARTMENT OF THE TREASURY

Internal Revenue Service
[ 26 CFR (1954) Parts 20, 301 1

Estate Tax R egulations; Procedure and 
Administration

NOTICE OF PROPOSED RULE MAKING

Notice is hereby given, pursuant to the 
Administrative Procedure Act, approved 
June 11, 1943, that the regulations set 
forth in tentative form below are pro
posed to be prescribed by the Commis
sioner of Internal Revenue, with the 
approval of the Secretary of the Treas
ury or his delegate. Prior to the final 
adoption of such regulations, considera
tion will be given to any data, views, or 
arguments pertaining thereto which are 
submitted in writing, in duplicate, to the 
Commissioner of Internal Revenue, At
tention: T:P, Washington 25, D. C., 
within the period of 45 days from the 
date of publication of this notice in the 
F ederal R egister. The proposed regula
tions are to be issued under the author
ity contained in section 7805 of the 
Internal Revenue Code of 1954 (68A Stat. 
917; 26 U. S. C. 7805).

[seal] R ussell C. Harrington, 
Commissioner of Internal Revenue.

The Estate Tax Regulations (26 CFR 
(1954) Part 20) set forth in paragraph
1 below are hereby prescribed under 
chapter 11 of subtitle B of the Internal 
Revenue Code of 1954 and under certain 
sections of subtitle F of the Internal 
Revenue Code of 1954.

In order to conform the Regulations 
on Procedure and Administration (26 
CFR (1954) Part 301) to section 2 of 
Public Law 1011 (84th Congress), ap
proved August 6, 1956, such regulations 
are amended as set forth in paragraphs
2 and 3 below.

Except as specifically provided other
wise, the regulations contained in this 
Treasury decision are applicable to es
tates of decedents dying after August 
16, 1954.

P aragraph 1. The following Estate Tax 
Regulations are hereby prescribed under 
Chapter 11 of Subtitle B of the Internal 
Revenue Code of 1954 and under certain 
sections of Subtitle F of the Internal 
Revenue Code of 1954:

Estate Tax

ESTATES OF CITIZENS OR RESIDENTS

, Tax Imposed
Sec.
20.2001 Statutory provisions; rate of tax.
20.2001- 1 Introduction; description of Fed

eral estate tâx.
20.2001- 2 Rate of tax.
20.2002 Statutory provisions; liability for 

payment.
20.2002- 1 Liability for payment of tax.

Credits Against Tax
20.2011 Statutory provisions; credit for 

State death taxes.
20.2011- 1 Credit for State death taxes.
20.2011- 2 Limitation on credit if a deduc

tion is allowed under section 2053 (d).
20.2012 Statutory provisions; credit for gift 

tax.
20.2012- 1 Credit for gift tax.
20.2013 Statutory provisions; credit for tax 

on prior transfers.
20.2013- 1 Credit for tax on prior transfers.
20.2013- 2 “First limitation”.-
20.2013- 3 “Second limitation’’.
20.2013- 4 Valuation of property transferred.
20.2013- 5 “Property” and “transfer” defined.
20.2013- 6 Examples.
20.2014 Statutory provisions; credit for 

foreign death taxes.
20.2014- 1 Credit for foreign death taxes.
20.2014- 2 “First limitation”.
20.2014- 3 “Second limitation”.
20.2014̂ -4 Application of credit In cases

involving a death duty convention.
20.2014- 5 Proof of credit.
20.2014- 6 Period of limitations on credit.
20.2015 Statutory provisions; credit for 

death taxes on remainders.

Sec.
20.2015- 1 Credit for death taxes on re

mainders.
20.2016 Statutory provisions; recovery of 

taxes claimed as. credit.
20.2016- 1 Recovery of death taxes claimed 

as credit.
Gross Estate

20.2031 Statutory provisions; definition of 
gross estate.

20.2031- 1 Definition of gross estate; valua
tion of property.

20.2031- 2 Valuation of stocks and bonds.
20.2031- 3 Valuation of interests in busi

nesses.
20.2031- 4 Valuation of notes.
20.2031- 5 Valuation of cash on hand or on 

deposit.
20.2031- 6 Valuation of household and per

sonal effects.
20.2031- 7 Valuation of annuities, life 

estates, terms for years, remainders and 
reversions.

20.2031- 8 Valuation of certain life insur
ance and annuity contracts.

20.2031- 9 Valuation of other property.
20.2032 Statutory provisions; alternate 

valuation.
20.2032- 1 Alternate valuation.
20.2033 Statutory provisions; property in 

which the decedent had an interest.
20.2033- 1 Property in which the decedent 

had an interest.
20.2034 Statutory provisions; dower or 

curtesy interests..
20.2034- 1 Dower or curtesy interests.
20.2035 Statutory provisions; transactions 

in contemplation of death.
20.2035- 1 Transactions in contemplation of 

death.
20.2036 Statutory provisions; transfers with 

retained life estate.
20.2036- 1 Transfers with retained life 

estate.
20.2037 Statutory provisions; transfers tak

ing effect at death.
20.2037- 1 Transfers taking effect a t death.
20.2038 Statutory provisions; revocable 

transfers.
20.2038- 1 Revocable transfers.
20.2039 Statutory provisions; annuities.
20.2039- 1 Annuities.
20.2039- 2 Annuities under “qualified plans”.
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Sec.
20.2040 Statutory provisions; Joint inter

ests.
20.2040- 1 Joint interests.
20.2041 Statutory provisions; powers of ap

pointment.
20.2041- 1 Powers of appointment; in gen

eral.
20.2041- 2 Powers of appointment created on 

or before October 21, 1942.
20.2041- 3 Powers of appointment created 

after October 21, 1942.
20.2042 Statutory provisions; proceeds of 

life insurance.
20.2042- 1 Proceeds of life insurance.
20.2043 Statutory provisions; transfers for 

insufficient consideration.
20.2043- 1 Transfers for insufficient consid

eration.
20.2044 Statutory provisions; prior interests.
20.2044- 1 Applicability to p r e - e x i s t i n g  

transfers or interests.
Taxable Estate

20.2051 Statutory provisions; definition of 
taxable estate.

20.2051- 1 Definition of taxable estate.
20.2052 Statutory provisions; exemption.
20.2052- 1 Exemption.
20.2053 Statutory provisions; expenses, in

debtedness, and taxes.
20.2053- 1 Deductions for expenses, indebt

edness, and taxes; in general.
20.2053- 2 Deduction for funeral expenses.
20.2053- 3 Deduction for expenses of admin

istering estate.
20.2053- 4 Deduction for claims against the 

estate; in general.
20.2053- 5 Deductions for charitable, etc., 

pledges or subscriptions.
20.2053- 6 Deduction for taxes.
20.2053- 7 Deduction for unpaid mortgages.
20.2053- 8 Deduction for expenses in admin

istering property not subject to claims.
20.2053- 9 Deduction for certain State death 

taxes.
20.2054 Statutory provisions; losses.
20.2054- 1 Deduction for losses from casual

ties or theft.
20.2055 Statutory provisions; transfers for 

public, charitable, and religious uses.
20.2055- 1 Deduction for transfers, for pub

lic, charitable, and religious uses; In 
general.

20.2055- 2 Transfers not exclusively for char
itable purposes.

20.2055- 3 Death taxes payable out of chari
table transfers.

20.2055- 4 Disallowance of charitable, etc., 
deductions because of “prohibited trans
actions”.

20.2056 (a) Statutory provisions; bequests, 
etc., to surviving spouse; allowance of 
marital deduction.

20.2056 (a )-l Marital deduction; in general.
20.2056 (a)-2 Marital deduction; "deducti

ble interests” and “nondeductible in
terests”.

20.2056 (b) Statutory provisions; bequests, 
etc., to surviving spouse; limitation in 
the case of life estate or other terminable 
interest.

20.2056 (b )-l Marital deduction; limitation 
in case of life estate or other "termi
nable interest”.

20.2056 (b)-2 Marital deduction; interest in 
unidentified assets.

20.2056 (b)-3 Marital deduction; interest of 
spouse conditioned on survival for lim
ited period.

20.2056 (b)-4 Marital deduction; valuation 
of interest passing to surviving spouse.

20.2056 (b)-5 Marital deduction; life estate 
with power of appointment in surviv
ing spouse.

20.2056 (b)-6  Marital deduction; life in
surance or annuity payments with power 
of appointment in surviving spouse.

Sec.
20.2056 (c) Statutory provisions; bequests, 

etc., to surviving spouse; limitation on 
aggregate of deductions.

20.2056 (c)—1 Marital deduction; limitation 
on aggregate of deductions; in general.

20.2056 (c)-2 Marital deduction in cases in
volving community property.

20.2056 (d) Statutory provisions; bequests, 
etc., to surviving spouse; disclaimers.

20.2056 (d )- l Marital deduction; effect of 
disclaimers.

20.2056 (e) Statutory provisions; bequests, 
etc., to surviving spouse; definition.

20.2056 (e)-l Marital deduction; definition 
of “passed from the decedent”.

20.2056 (e)-2 Marital deduction; definition 
of “passed from the decedent to his sur
viving spouse”.

20.2056 (e)-3 Marital deduction; definition 
of “passed from the decendent to a per
son other than his surviving spouse”.

ESTATES OF NONRESIDENTS NOT CITIZENS

20.2101 Statutory provisions; tax imposed.
20.2101- 1 Estates of nonresidents not citi

zens; *tax imposed.
20.2102 Statutory provisions; credits against 

tax.
20.2102- 1 Estates of nonresidents not 

citizens; credits against tax.
20.2103 Statutory provisions; .definition of 

gross estate.
20.2103- 1 Estates of nonresidents n o t  

citizens; “entire gross estate”.
20.2104 Statutory provisions; p r o p e r t y  

within the United States.
20.2104- 1 Estates of nonresidents not citi

zens; property within the United States.
20.2105 Statutory provisions; property with

out the United States.
20.2105- 1 Estates of nonresidents not citi

zens; property without the United States.
20.2106 Statutory provisions; taxable estate.
20.2106- 1 Estates of nonresidents not citi

zens; taxable estate; deductions in 
general.

20.2106- 2 Estates of nonresidents not citi
zens; deductions for expenses, losses, etc.

MISCELLANEOUS

20.2201 Statutory provisions; members of 
the Armed Forces dying during an in
duction period.

20.2201- 1 Members of the Armed Forces 
dying during the induction period.

20.2202 Statutory provisions; missionaries 
in foreign service.

20.2202- 1 Missionaries in foreign service.
20.2203 Statutory provisions; definition of 

executor.
20.2203- 1 Definition of executor.
20.2204 Statutory provisions; discharge of 

executor from personal liability.
20.2204- 1 Discharge of executor from per

sonal liability.
20.2205 Statutory provisions; reimburse

ment out of estate.
20.2205- 1 Reimbursement out of estate.
20.2206 Statutory provisions; liability of life 

insurance beneficiaries.
20.2206- 1 Liability of life insurance bene

ficiaries; cross reference.
20.2207 Statutory provisions; liability of re

cipient of property over which decedent 
had power of appointment.

20.2207- 1 Liability of recipient of property 
over which decedent had power of ap
pointment; cross reference.

PROCEDURE AND ADMINISTRATION

20.6001 Statutory provisions; notice or regu
lations requiring records, statements, 
ments, and special returns.

20.6001-1 Persons required to keep records, 
render statements, and make returns.

20.6011 Statutory provisions; general re
quirement of return, statement, or list.

Sec.
20.6011- 1 Form of preliminary notice, re

turn, and certain evidence.
20.6011- 2 Use of prescribed forms.
20.6018 Statutory provisions; estate tax re

turns.
2Q.6018-1 Returns.
20.6018- 2 Returns; person liable for return.
20.6018- 3 Returns; contents of returns.
20.6018- 4 Returns; documents to accom

pany the return.
20.6036 Statutory provisions; notice of 

qualification as executor or receiver.
20.6036—1 Notice of qualification as executor.
20.6061 Statutory provisions; signing of re-
^^.turns and other documents.

20.6061-1 Signing of returns and other 
documents.

20.6064 Statutory provisions; signature pre
sumed authentic.

20.6064-1 Signature presumed authentic.
20.6065 Statutory provisions; verification of 

returns.
20.6Q65-1 Verification of returns.
20.6071 Statutory provisions; time for filing 

returns and other documents.
20.6071-1 Time for filing of preliminary 

notice.
20.6075 Statutory provisions; time for filing 

estate tax return.
20.6075-1 Returns; time for filing estate tax 

return.
20.6081 Statutory provisions; extension of 

time for filing returns.
20.6081-1 Extension of time for filing the 

return.
20.6091 Statutory provisions; place for filing 

returns or other documents.
20.6091-1 Place for filing returns or other 

documents.
20.6151 Statutory provisions; time and 

place for paying tax shown on returns.
20.6151-1 Time and place for paying tax 

shown on the return.
20.6161 Statutory provisions; extension of 

time for paying tax.
20.6161-1 Extension of time for paying tax 

shown on the return.
20.6163 Statutory provisions; extension of 

time for payment of estate tax on value 
of reversionary or remainder interest in 
property.

20.6163-1 Extension of time for payment of 
estate tax on value of reversionary or 
remainder interest in property.

20.6165 Statutory provisions; bonds where 
time to pay tax or deficiency has been 
extended.

20.6165-1 Bonds where time to pay tax or 
deficiency has been extended.

20.6311 Statutory provisions; payment by 
check or money order.

20.6311-1 Payment by check or money order.
20.6313 Statutory provisions; fractional 

parts of a cent.
20.6313- 1 Fractional parts of a cent.
20.6314 Statutory provisions; receipt for 

taxes.
20.6314- 1 Duplicate receipts for payment of 

estate taxes.
20.6321 Statutory provisions; lien for taxes.
20.6321-1 Lien for taxes.
20.6322 Statutory provisions; period of lien.
20.6323 Statutory provisions; v a l i d i t y  

against mortgagees, pledgees, purchasers, 
and Judgment creditors.

20.6323- 1 Validity a g a i n s t  mortgagees, 
pledgees, purchasers, and Judgment 
creditors.

20.6324 Statutory provisions; special liens 
for estate and gift taxes.

20.6324- 1 Special lien for estate tax.
20.6325 Statutory provisions; release of lien 

or partial discharge of property.
20.6325- 1 Release of lien or partial dis

charge of property; transfer certificates 
in nonresident estates.

20.6601 Statutory provisions; interest on 
underpayment, nonpayment, or exten
sions of time for payment, of tax.
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Sec.
20.6601-1 Interest on underpayment, non

payment, or extensions of time for pay
ment, of tax.

20.7101 Statutory provisions! form of bonds.
20.7101-1 Form of bonds.
20.7701 Statutory provisions; definitions.
20.7701-1 Definitions.
20.7805 Statutory provisions; rules and reg

ulations.
20.7805-1 Rules and regulations.
20.7806 Statutory provisions; construction 

of title.
20.7851 Statutory provisions; applicability 

of revenue laws.

PROPOSED RULE MAKING
Estate T ax

ESTATES OF CITIZENS OR RESIDENTS

Tax Imposed
§ 20.2001 Statutory provisions; rate 

of tax.
Sec. 2001. Rate of tax. A tax computed in 

accordance with the following table is hereby 
Imposed on the transfer of the taxable estate, 
determined as provided in section 2051, of 
every decedent, citizen or resident of the 
United States dying after the date of enact
ment of this title:

I f the taxable estate is—
Not over $5,000_____________________
Over $5,000 but not over $10,000_______
Over $10,000 but not over $20,000____-
Over $20,000 but not over $30,000_____
Over $30,000 but not over $40,000---------
Over $40,000 but not over $50,000______
Over $50,000 but not over $60,000_____-
Over $60,000 but not over $100,000-------
Over $100,000 but not over $250,000____
Over $250,000 but not over $500,000____
Over $500,000 but not over $750,000____
Over $750,000 but not over $1,000,000__
Over $1,000,000 but not over $1,250,000_
Over $1,250,000 but not over $1,500,000—
Over $1,500,000 but not over $2,000,000_
Over $2,000,000 but not over $2,500,000__
Over $2,500,000 but not over $3,000,000_
Over $3,000,000 but not over $3,500,000__
Over $3,500,000 but not over $4,000,000_
Over $4,000,000 but not over $5,000,000_
Over $5,000,000 but not over $6,000,000_
Over $6,000,000 bul not over $7,000,000__
Over $7,000,000 but not over $8,000,000_
Over $8,000,000 but not over $10,000,000- 
Over $10,000,000____________________

The tax shall be—
3 percent of the taxable estate.
$150, plus 7 percent of excess over $5,000.
$500, plus 11 percent of excess over $10,000.
$1,600, plus 14 percent of excess over $20,000.
$3,000, plus 18 percent of excess over $30,000.
$4,800, plus 22 percent of excess over $40,000.
$7,000, plus 25 percent of excess over $50,000.
$9,500, plus 28 percent of excess over $60,000.
$20,700, plus 30 percent of excess over $100,000. 
$65,700, plus 32 percent of excess over $250,000. 
$145,700, plus 35 percent of excess over $500,000. 
$233,200, plus 37 percent of excess over $750,000. 
$325,700, plus 39 percent of excess over $1,000,000. 
$423,200, plus 42 percent of excess over $1,250,000. 
$528,200, plus 45 percent of excess over $1,500,000. 
$753,200, plus 49 percent of excess over $2,000,000. 
$998,200, plus 53 percent of excess over $2,500,000. 
$1,263,200, plus 56 percent of excess over $3,000,000. 
$1,543,200, plus 59 percent of excess over $3,500,000. 
$1,838,200, plus 63 percent of excess over $4,000,000. 
$2,468,200, plus 67 percent of excess over $5,000,000. 
$3,138,200, plus 70 percent of excess over $6,000,000. 
$3,838,200, plus 73 percent of excess over $7,000,000. 
$4,568,200, plus 76 percent of excess over $8,000,000. 
$6,088,200, plus 77 percent of excess over $10,000,000.

§ 20.2001-1 Introduction; description 
of Federal estate tax—(a) Scope. Chap
ter 11 of subtitle B of the Internal Rev
enue Code of 1954 imposes a Federal es
tate tax on the transfer of estates of 
decedents dying after August 16, 1954. 
The determination of the tax liability of 
the estate of a person who was a citizen 
or resident of the United States at the 
time of his death differs from the deter
mination of the tax liability of the estate 
of a nonresident who was not a citizen 
of the United States. Subchapter A con-. 
tains provisions applicable to the estates 
of citizens or residents of the United 
States (see sections 2901 through 2056 
and §§ 20.2001-2 through 20.2056 (e)-3>. 
Subchapter B contains the provisions 
applicable to the estates of nonresidents 
not citizens of the United States (see 
sections 2101 t h r o u g h  2106 a n d  
§§20.2101-1 through 20.2106-2). Sub
chapter C contains a number of miscel
laneous provisions (see sections 2201 
through 2207 and §§ 20.2201-1 through
20.2207-1). Note, however, that all these 
provisions may be modified by the provi
sions of an applicable death duty con
vention with a foreign country. For the 
Federal estate tax imposed upon the 
transfer of estates of decedents dying be
fore August 17,1954, see the correspond
ing provisions of prior laws.

(b) Nature of tax. The Federal estate 
tax is neither a property tax nor an in
heritance tax, but a tax on the privilege 
of transmitting property. It is imposed 
upon the transfer of the entire taxable 
estate and not upon any particular leg
acy, devise, or distributive share. Es-

cheat of a decedent’s property to the 
state for lack of heirs is a transfer which 
causes the property to be included in the 
decedent’s gross estate.
. (c) Definitions of “resident” a n d  

“nonresident”. The term “resident” 
means a decedent who, at the time of his 
death, had his domicile in the United 
States. The term “nonresident” means 
a decedent who, at the time of his death, 
had his domicile outside the United 
States. (See, however, section 2202 with 
respect to missionaries in foreign serv
ice.) The term “United States” as used 
above includes only the States, the Terr 
ritories of Alaska and Hawaii, and the 
District of Columbia (see section 7701
(a) (9)). Thus, a person is a “nonresi
dent” if his domicile is in Puerto Rico, 
the Virgin Islands, or otherwise outside 
the United States (as defined in section 
7701 (a) (9)). A person acquires a 
domicile in a place by living there, for 
even a brief period of time, with no defi
nite present intention of later removing 
therefrom. Residence without the requi
site intention to remain indefinitely will 
not suffice to constitute domicile, nor will 
intention to change domicile effect such 
a change unless accompanied by actual 
removal.

(d) Computation of tax—(1) In gen
eral. The following subparagraphs con
tain a general description of the method 
to be used in determining the Federal 
estate tax iinposed upon the transfer of 
an estate of a decedent who was a citizen 
or resident of the United States at the 
time of his death.

(2) Gross estate. The first step in de
termining the tax is to ascertain the total 
value of the decedent’s gross estate. The 
value of the gross estate includes the 
value of all property (except real prop
erty situated outside of the United 
States) to thé extent of the interest^ 
therein of the decedent at the time of 
his death. However, the gross estate also 
may include property in which the de
cedent did not have an interest at the 
time of his death. A decedent’s gross 
estate for Federal estate tax purposes 
may therefore be very different from the 
same decedent’s estate for local probate 
purposes. Examples of items which may 
be included in a decedent’s gross estate 
and not in his probate estate are the fol
lowing: certain property transferred by 
the decedent during his life without ade
quate consideration; property h e l d  
jointly by the decedent and others ; prop
erty over which the decedent had a gen
eral power of appointment; proceeds of 
certain policies of insurance on the de
cedent’s life; annuities; and dower or 
curtesy of a surviving spouse or a statu
tory estate in lieu thereof. For a detailed 
explanation of the method of ascertain
ing the value of the gross estate, see sec
tions 2031 to 2044, inclusive, section 2103 
(for estates of nonresidents not citizens), 
and the regulations thereunder.

(3) Taxable estate. The second step 
in determining the tax is to ascertain the 
value of the decedent’s taxable estate. 
The value of the taxable estate is deter
mined by subtracting from the value of 
the gross estate the authorized exemp
tion and deductions. Under various 
conditions and limitations, deductions 
are allowable for expenses, indebtedness, 
taxes, losses, charitable transfers, and 
transfers to a surviving spouse. For a 
detailed explanation of the method of 
ascertaining the value of the taxable 
estate, see sections 2051 to 2056, inclusive, 
section 2106 (for estates of nonresidents 
not citizens), and the regulations there
under.

(4) Gross estate tax. The third step 
is the determination of the gross estate 
tax. This is accomplished by the ap
plication of certain rates to the value of 
the decedent’s taxable estate. In this 
connection, see sections 2001, 2101 (for 
estates of nonresidents not citizens), and 
the regulations thereunder

(5) Net estate tax payable. The final 
step is the determination of the net estate 
tax payable. This is done by subtracting 
from the gross estate tax the authorized 
credits against tax. Under certain condi
tions, and limitations, credits are allow
able for the following:

(i) State death taxes paid in connec
tion with the decedent’s estate (section 
2011);

(ii) Gift taxes paid on inter-vivos 
transfers by the decedent of property in
cluded in his gross estate (section 2012) ;

(iii) Federal estate taxes paid on 
transfers of property to the decedent 
(section 2013) ; and

(iv) Foreign death taxes paid in con
nection with the decedent’s estate (sec
tion 2014).
Sections 2015 and 2016 contain certain 
further rules for the application of the 
credits for State and foreign death taxes.
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For a detailed explanation of the credits 
against tax, see sections 2011 to 2016, in
clusive, section 2102 (for estates of 
nonresidents not citizens), and the reg
ulations thereunder.

§ 20.2001-2 Rate of tax. (a) The 
gross estate tax is computed by the ap
plication of progressively graduated 
rates to the value of the decedent’s tax
able estate in accordance with the fol
lowing table:

T able for Computation of Gross E state T ax

(A)

Taxable 
estate 

equal to 
or more 
than—

(B)

Taxable 
estate 

less than—

(C)

Tax on 
amount 

In
column

(A)

P )

Rate of tax 
on excess 

over amount 
in column 

(A)

$5,000 
. 10,000

Percent
3

$5,000 $150 7
10,000 20,000 500 11
20,000 30,000 1,600 14
30,000 40,000 3,000 18
40,000 60,000 4,800 22
50,000 60,000 7,000 25
60,000 100,000 9,500 28

100,000 250,000 20,700 30
250,000 500,000 65,700 32
500,000 750,000 145,700 35
760,000 1,000,000 233,200 37

1,000,000 1,250,000 325,700 39
1,250,000 1,500,000 423,200 42
1,500,000 2,000,000 628,200 45
2,000,000 2,500,000 753,200 49
2,500,000 3,000,000 998,200 53
3,000,000 3,500,000 1,263,200 56
3,500,000 4,000,000 1,543,200 59
4,000,000 6,000,000 1,838,200 63
6,000,000 6,000,000 2,468,200 67
6,000,000 7,000,000 8,138,200 70
7,000,000 8,000,000 3,838,200 73
3,000,000 10,000,000 4,568,200 76

10,000,000 6,088,200 77

(b) The application of the table may 
be illustrated by the following example:

Example. The decedent died January 1, 
1955, having a gross estate of $600,000. The 
exemption and authorized deductions 
amount to $75,000, thus leaving a taxable 
estate of $525,000. Reference to the table 
discloses that the specified amount in column 
(A) nearest to and less than the value of 
the decedent’s taxable estate is $500,000. The 
tax upon this amount, as indicated in col
umn (C), is $145,700. The amount by which 
the taxable estate exceeds the same specified 
amount is $25,000. The tax upon this 
amount, computed at the rate of 35 percent 
indicated in column (D), is $8,750. Thus, 
the total gross estate tax upon a taxable 
estate of $525,000 is $154,450. Prom this 
amount, the credits authorized by sections 
2011 through 2014 are subtracted in order to 
determine the net estate tax payable.

§ 20.2002 Statutory provisions; liabil
ity for payment.

Sec. 2002. Liability for payment. The tax 
imposed by this chapter shall be paid, by the 
executor.

§ 20.2002-1 Liability for payment of 
tax. The Federal estate tax imposed 
with respect to the estates of citizens or 
residents and with respect to estates of 
nonresidents not citizens is payable by 
the executor or administrator of the de
cedent’s estate. If there is no executor 
or administrator appointed, qualified and 
acting in the United States, any person 
in actual or constructive possession of 
any property nf the decedent is required 
to pay the tax to the extent of the value

of the property in his possession. See 
section 2203, defining the term “execur 
tor”. These duties apply to the entire 
tax, regardless of the fact that the gross 
estate consists in part of property which 
does not come within the possession of 
the executor or such other person. The 
personal liability of the executor or such 
other person is described in section 3467 
of the Revised Statutes (31 U. S. C. 192) 
as follows:

Every executor, administrator, or assignee, 
or other person, who pays, In whole or In 
part, any debt due by the person or estate 
for whom or for which he acts before he 
satisfies and pays the debts due to the United 
States from such person or estate, shall be
come answerable in his own person and 
estate to the extent of such payments for the 
debts so due to the United States, or for so 
much thereof as may remain due and unpaid.
As used in said section, the word “debt” 
includes a beneficiary’s distributive share 
of an estate. Thus, if the executor pays 
a debt due by the decedent’s estate or 
distributes any portion of the estate be
fore all the estate tax is paid, he is 
personally liable, to the extent of the 
payment or distribution, for so much of 
the estate tax as remains due and unpaid. 
In addition, section 6324 provides that 
if the estate tax is not paid when due, 
then the spouse, transferee, trustee (ex
cept the trustee of an employee’s trust 
which meets the requirements of section 
401 (a)),  surviving tenant, person in 
possession of the property by reason of

(c) Period of limitations on credit. The 
credit allowed by this section shall include 
only such taxes as were actually paid and 
credit therefor claimed within 4 years after 
the filing of the return required by section 
6018, except that—

(1) If a petition for redetermination of a 
deficiency has been filed with the Tax Court

the exercise, nonexercise, or release of a 
power of appointment, or beneficiary, 
who receives, or has on the date of 
decedent’s death, property included in 
the gross estate under sections 2034 
through 2042, is personally liable for the 
tax to the extent of the value, at the 
time of the decedent’s death, of such 
property. See also the following related 
sections of the Internal Revenue Code of 
1954: section 2204, discharge of executor 
from personal liability; section 2005, re
imbursement out of estate; sections 2206 
and 2207, liability of life insurance bene
ficiaries and recipients of property over 
which decedent had power of appoint
ment; sections 6321 to 6325, inclusive, 
concerning liens for taxes; and section 
6901 (a) (1), concerning the liabilities 
of transferees and fiduciaries.

Credits Against Tax
§ 20.2011 Statutory provisions; credit 

for State death taxes.
Sec. 2011. Credit for State death taxes—(a) 

In general. The tax Imposed by section 2001 
shall be credited with the amount of any 
estate, inheritance, legacy, or succession 
taxes actually paid to any State or Territory 
or the District of Columbia, or any posses
sion of the United States, in respect of any 
property included In the gross estate (not 
including any such taxes paid with respect 
to the estate of a person other than the 
decedent).

(b) Amount of credit. The credit allowed 
by this section shall not exceed the appro
priate amount stated in the following table:

within the time prescribed in section 6213
(a), then within such 4-year period or before 
the expiration of 60 days after the decision 
of the Tax Court becomes final.

(2) If, under section 6161, an extension of 
time has been granted for payment of the 
tax shown on the return, or of a deficiency, 
then within such 4-year period or before the

I f the taxable estate is—
Not over $90,000___________________

Over $90,000 but not over $140,000—___
Over $140,000 but not over $240,000___ «
Over $240,000 but not over $440,000____
Over $440,000 but not over $640,000__—
Over $640,000 but not over $840,000___ _
Over $840,000 but not over $1,040,000___
Over $1,040,000 but not over $1,540,000—
Over $1,540,000 but not over $2,040,000_
Over $2,040,000 but not over $2,540,000— 
Over $2,540,000 but not over $3,040,000—

Over $3,040,000 but not over $3,540,000-

Over $3,540,000 but not over $4,040,000—

Over $4,040,000 but not over $5,040,000_

Over $5,040,000 but not over $6,040,000_

Over $6,040,000 but not over $7,040,000—

Over $7,040,000 but not over $8,040,000_

Over $8,040,000 but not over $9,040,000_

Over $9,040,000 but not over $10,040,000_

Over $10,040,000_____________ _

The maximum tax credit shall be—
%oths of 1 percent of the amount by which th 

taxable estate exceeds $40,000.
$400 plus. 1.6 percent of the excess over $90,000. 
$1,200 plus 2.4 percent of the excess over $140,000. 
$3,600 plus 3.2 percent of the excess over $240,000. 
$10,000 plus 4 percent of the excess over $440,000. 
$18,000 plus 4.8 percent of the excess over $640,000. 
$27,600 plus 5.6 percent of the excess over $840,000. 
$38,800 plus 6.4 percent of the excess over $1,040,00( 
$70,800 plus 7.2 percent of the excess over $1,540,00( 
$106,800 plus 8 percent of the excess over $2,040,001 
$146,800 plus 8.8 percent of the excess over $2

540.000.
$190,800 plus 9.6 percent of the excess over $3

040.000.
$238,800 plus 10.4 percent of the excess over $3

540.000.
$290,800 plus 11.2 percent of the excess over $4

040.000.
$402,800 plus 12 percent of the excess over $5

040.000.
$522,800 plus 12.8 percent of the excess over $6

040.000.
$650,800 plus 13.6 percent of the excess over $7

040.000.
$786,800 plus 14.4 percent of the excess over $8

040.000.
$930,800 plus 15.2 percent of the excess over $9

040.000.
$1,082,800 plus 16 percent of the excess over $10

040.000.
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date of the expiration of the period of the 
extension.
Refund based on the credit may (despite the 
provisions of sections 6511 and 6512) be made 
if claim therefor is filed within the period 
above provided. Any such refund shall be 
made without interest.

(d) Basic estate tax. The basic estate tax 
and the estate tax imposed by the Revenue 
Act of 1926 shall be 125 percent of the amount 
determined to be the maximum credit pro
vided by subsection (b). The additional 
estate tax shall be the difference between the 
tax imposed by section 2091 or 2101 and the 
basic estate tax.

(e) Limitation in cases involving deduc
tion under section 2053 (d). In any case 
where a deduction is allowed under section 
2053 (d) for an estate, succession, legacy, or 
inheritance tax imposed upon a transfer for 
public, charitable, or religious uses described 
in section 2055 or 2106 (a) (2), the allowance 
of the credit under this section shall be 
subject to the following conditions and 
limitations :

(1) The taxes described in subsection (a) 
shall not include any estate, succession, 
legacy, or inheritance tax for which a deduc
tion is allowed under section 2053 (d) .

(2) The credit shall not exceed the lesser 
of—

(A) The amount stated in subsection (b) 
on a taxable estate determined by allowing 
the deduction authorized by section 2053 (d), 
or

(B) That proportion of the amount stated 
in subsection (b) on a taxable estate deter
mined without regard to the deduction au
thorized by section 2053 (d) as (i) the 
amount of the taxes described in subsection 
(a), as limited by the provisions of paragraph
(1) of this subsection, bears to (ii) the 
amount of the taxes described in subsection 
(a) before applying the limitation contained 
in paragraph (1) of this subsection.

(3) If the amount determined under sub- 
paragraph (B) of paragraph (2) is less than 
the amount determined under subparagraph 
(A) of that paragraph, then for purposes of 
subsection (d) such lesser amount shall be 
the maximum credit provided by subsection 
0».
[Sec. 2011 as amended by sec. 3, Pub. Law 
414 (84thCong.)]

§ 20.2011-1 Credit for State death 
taxes—(a) In general. A credit is al
lowed under section 2011 against the 
Federal estate tax for estate, inheritance, 
legacy or succession taxes actually paid 
to any State, Territory, or possession of 
the United States, or the District of Co
lumbia (hereafter referred to as “State 
death taxes“) . The credit, however is al
lowed only for State death taxes paid (1) 
with respect to property included in the 
decedent’s gross estate, and (2) with re
spect to the decedent’s estate. The 
amount of the credit is subject to the 
limitation described in paragraph (b) of 
this section. It is subject to further limi
tations described in § 20.2011-2 if a de
duction is allowed under section 2053
(d) for State death taxes paid with re
spect to a charitable gift.

(b) Amount of credit. (1) If the de
cedent’s taxable estate does not exceed 
$40,000, the credit for State death taxes 
shall be zero. If the decedent’s taxable 
estate does exceed $40,000, the credit for 
State death taxes shall be limited to an 
amount computed in accordance with 
the following table:

PROPOSED RULE MAKING
Table foe Computation of M aximum Credit foe 

State D eath T axes

(A)
Taxable 

estate equal 
to or more 

than—

(B)

Taxable 
estate less 

than—

(O)

Credit on 
amount In 
column (A)

(D)
Rates of 
credit on 

excess over 
amount in 
column (A)

$40,000 $90,000
Percent

0.8
90,000 140,000 $400 1.6

140,000 240,000 1,200 2.4
240,000 440,000 3,600 3.2
440,000 640,000 10,000 4.0
640,000 840,000 18,000 4.8
840,000 1,040,000 27,600 5.6

1» 040,000 1,540,000 38,800 6.4
1,540,000 2,040,000 70,800 7.2
2,040,000 2,540,000 106,800 8.0
2,540,000 3,040,000 146,800 8.8
8,040,000 3,540,000 190,800 9.6
3,540,000 4,040,000 238,800 10.4
4,040,000 5,040,000 290,800 11.2
5,040,000 6,040,000 402,800 12.6
6,040,000 7,040,000 522,800 12.8
7,040,000 8,040,000 650,800 13.6
8,040,000 9,040,000 786,800 14.4
9,040,000 10,040,000 930,800 15.2

10,040,000 1,082,800 16.6

(2) Subparagraph (1) of this para
graph may be illustrated by the follow
ing example:

Example, (i) The decedent died January 1, 
1955, leaving a taxable estate of $150,000. On 
January 1, 1956, inheritance taxes totaling 
$2,500 were actually paid to a State with 
respect to property included in the dece
dent’s gross estate. Reference to the table 
discloses that the specified amount in col
umn (A) nearest to and less than the value 
of the decedent’s taxable estate is $140,000. 
The maximum credit in respect of this 
amount, as indicated in column (C), is 
$1,200. The amount by which the taxable 
estate exceeds the same specified amount is 
$10,000. The maximum credit in respect of 
this amount, computed at the rate of 2.4 
percent indicated in column (D), is $240. 
Thus, the maximum credit in respect of the 
decedent’s taxable estate of $150,000 is $1,440, 
even though $2,500 in inheritance taxes was 
actually paid to the State.

(11) If, in subdivision (1) of this example, 
the amount actually paid to the State was 
$950, the credit for State death taxes would 
be limited to $950. If, in subdivision (1) of 
this example, the decedent’s taxable estate 
was $35,000, no credit for State death taxes 
would be allowed.

(c) Miscellaneous limitations and con
ditions to credit—(1) Period of limita
tions. The credit for State death taxes 
is limited under section 2011 (c) to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the estate tax 
return for the decedent’s estate. If, 
however, a petition has been filed with 
The Tax Court of the United States for 
the redetermination of a deficiency with
in the time prescribed in section 6213
(a), the credit is limited to those taxes 
which were actually paid and for which 
a credit was claimed within four years 
after the filing of the return or within 
60 days after the decision of The Tax 
Court becomes final, whichever period 
is longer. Similarly, if an extension of 
time has been granted under section 
6161 for payment of the tax shown on 
the return, or of a deficiency, the credit is 
limited to those taxes which were ac
tually paid and for which a credit was 
claimed within four years after the filing 
of the return, or before the date of the

expiration of the period of the extension, 
whichever period is longer. See section 
2015 for the applicable period of limita
tions for credit for State- death taxes 
on reversionary or remainder interests 
if an election is made under section 6163
(a) to postpone payment of the estate 
tax attributable to reversionary or re
mainder interests. If a claim for re
fund based on the credit for State death 
taxes is filed within the applicable period 
described in this subparagraph, a refund 
may be made despite the general limita
tion provisions of sections 6511 and 6512. 
Any refund based on the credit described 
in this section shall be made without 
interest.

(2) Submission of evidence. Before 
the credit for State death taxes is al
lowed, evidence that such taxes have been 
paid must be submitted to the district 
director. The district director may re
quire the submission of a certificate from 
the proper officer of the taxing State, 
Territory, or possession of the United 
States, or the District of Columbia, show
ing: (i) The total amount of tax imposed 
(before adding interest and penalties and 
before allowing discount); (ii) the 
amount of any discount allowed; (iii) 
the amount of any penalties and interest 
imposed or charged; (iv) the total 
amount actually paid in cash; and (v) 
the date of payment. If the amount of 
these taxes has been redetermined, the 
amount finally determined should be 
stated. The required evidence should be 
filed with the return, but if that is not 
convenient or possible, then it should be 
submitted as soon thereafter as prac
ticable. The district director may re
quire the submission of such additional 
proof as is deemed necessary to establish 
the right to the credit. For example, he 
may require the submission of a certifi
cate of the proper officer of the taxing 
jurisdiction showing (iv) whether a claim 
for refund of any part of the State death 
tax is pending and (vii) whether a refund 
of any part thereof hastjeen authorized, 
and if a refund has been made, its date 
and amount, and a description of the 
property or interest in respect of which 
the refund was made. The district di
rector may also require an itemized list of 
the property in respect of which State 
death taxes were imposed certified by the 
officer having custody of the records per
taining to those taxes. In addition, he 
may require the executor to submit an 
affidavit (or a written declaration under 
penalties of perjury) stating whether, 
to his knowledge, any person has insti
tuted litigation or taken an appeal (or 
contemplates doing so), the final deter
mination of which may affect the amount 
of those taxes. See section 2016 concern
ing the redetermination of the estate tax 
if State death , taxes claimed as credit 
are refunded.

(d) Definition of “basic estate tax”. 
Section 2011 (d) provides definitions of 
the terms “basic estate tax” and “addi
tional estate tax”, used in the Internal 
Revenue Code of 1939, and “estate tax 
imposed by the Revenue Act of 1926”, for 
the purpose of supplying a means of com
puting State death taxes under local 
statutes using those terms, and for use
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in determining the exemption provided 
for in section 2201 for estates of certain 
members of the Armed Forces. See sec
tion 2011 (e) (3) for a modification of 
these definitions if a deduction is allowed 
under section 2053 (d) for State death 
taxes paid with respect to a charitable 
gift.

§ 20.2011-2 Limitation on credit if a 
deduction is allowed under section 
2053 id). If a deduction is allowed un
der section 2053 (d) for State death taxes 
paid with respect to a charitable gift, the 
credit for State death taxes is subject 
to special limitations. Under these limi
tations, the credit cannot exceed the 
least of the following:

(a) The amount of State death taxes 
paid other than those for which a deduc
tion' is allowed under section 2053 (d );

(b) The amount indicated in section 
2011 (b) to be the maximum credit al
lowable with respect to the decedent’s 
taxable estate; and

(c) An amount, A, which bears the 
same ratio to B (the amount which would 
be the maximum credit allowable under 
section 2011 (b) if the deduction under 
section 2053 (d) were not allowed in 
computing the decedent’s taxable estate)

§ 20.2012 Statutory provisions; credit 
for gift tax.

Sec. 2012. Credit for gift tax—(a) In gen
eral. If a tax on a gift has been paid under 
chapter 12 (sec. 2501 and following), or 
under corresponding provisions of prior laws, 
and thereafter on the death of the donor any 
amount in respect of such gift is required 
to be included in the value of the gross 
estate of the decedent for purposes of this 
chapter, then there shall be credited against 
the tax imposed by section 2001 the amount

as C (the amount of State death taxes 
paid other than those for which a de
duction is allowed under section 2053
(d)) bears to D (the total amount of 
State death taxes paid). For the pur
pose of this computation, in determining 
what the decedent’s taxable estate would 
be if the deduction under section 2053 (d) 
were not allowed, adjustment must be 
made for the decrease in the deduction 
for charitable gifts under section 2055 
or 2106 (a) (2) by reason of any increase 
in Federal estate tax which would be 
charged against the charitable gifts.
The application of this section may be 
illustrated by the following example: 

Example. The decedent died January 1, 
1955, leaving a gross estate of $925,000. 
Expenses, indebtedness, etc., amounted to 
$25,000. The decedent bequeathed $400,000 
to his son with the direction that the son 
bear the State death taxes on the bequest. 
The residuary estate was left to a charitable 
organization. Except as noted above, all 
Federal and State death taxes were payable 
out of the residuary estate. The State im
posed death taxes of $60,000 on the son’s 
bequest and death taxes of $75,000 on the 
bequest to charity. The decedent’s taxable 
estate is computed as follows:

of the tax paid on a gift under chapter 12, 
or under corresponding provisions of prior 
laws, with respect to so much of the prop
erty which constituted the gift as is included 
in the gross estate, except that the amount 
of such credit shall not exceed an amount 
which bears the same ratio to the tax im
posed by section 2001 (after deducting from 
such tax the credit for State death taxes 
provided by section 2011) as the value (at 
the time of the gift or at tbe time of the 
death, whichever is lower) of so much of the 
property which constituted the gift as is in

cluded in the gross estate bears to the value 
of the entire gross estate reduced by the 
aggregate amount of the charitable and 
marital deductions allowed under sections 
2055, 2056, and 2106 (a) (2).

(b) In applying, with respect to any gift, 
the ratio stated in subsection (a), the value 
a t the time of the gift or at the time of 
the death, referred to in such ratio, shall be 
reduced—

(1) By such amount as will properly re
flect the amount of such gift which was 
excluded in determining (for purposes of 
section 2503 (a) ), or of corresponding provi
sions of prior laws, the total amount of 
gifts made during the year in which the gift 
was made;

{2) If a deduction with respect to such 
gift is allowed under section 2056 (a) (re
lating to marital deduction).—then by an 
amount which bears the same ratio to such 
value (reduced as provided in paragraph (1) 
of this subsection) as the aggregate amount 
of the marital deductions allowed under sec
tion 2056 (a) bears to the aggregate amount 
of such marital deductions computed with
out regard to subsection (c) thereof; and

(3) If a deduction with respect to such 
gift is allowed under sections 2055 or 2106
(a) (2> (relating to charitable deduction)— 
then by the amount of such value, reduced 
as provided in paragraph (1) of this sub
section.

(c) Where the decedent was the donor of 
the gift but, under the provisions of section 
2513, or corresponding provisions of prior 
laws, the gift was considered as made one- 
half by his spouse—

(1) The term "the amount of the tax paid 
on a gift under chapter 12”, as used in sub
section (a), includes the amounts paid with 
respect to each half of such gift, the amount 
paid with respect to each being computed 
in the manner provided in subsection (d); 
and

(2) In applying, with respect to such gift, 
the ratio stated in subsection (a), the value 
at the time of the gift or at the time of 
the death, referred to in such ratio, includes 
such value with respect to each half of such 
gift, each such value being reduced as pro
vided in paragraph (1) of subsection (b).

(d) (1) For purposes of subsection (a), 
the amount of tax paid on a gift under 
chapter 12, or under corresponding provisions 
of prior laws, with respect to any gift shall 
be an amount which bears the same ratio to 
the total tax paid for the year in which the 
gift was made as the amount of such gift 
bears to the total amount of taxable gifts 
(computed without deduction of the specific 
exemption) for such year.

(2) For purposes of paragraph (1), the 
"amount of such gift” shall be the amount 
included with respect to such gift in deter
mining (for the purposes of section 2503 (a), 
or of corresponding provisions of prior laws) 
the total amount of gifts made during such 
year, reduced by the amount of any deduc
tion allowed with respect to such gift under 
section 2522, or under corresponding provi
sions of prior laws (relating to charitable 
deduction), or under section 2523 (relating 
to marital deduction).

§ 20.2012-1 Credit for gift tax—(a) 
In general. A credit is allowed under 
section 2012 against the Federal estate 
tax for gift tax paid under chapter 12 of 
the Internal Revenue Code of 1954, or 
corresponding provisions of prior laws, 
on a gift by the decedent of property sub
sequently included in the decedent’s gross 
estate. The credit is allowable even 
though the gift tax is paid by the executor 
after ^the decedent’s death and the 
amount of the gift tax is deductible from 
the gross estate as a debt of the decedent.

(b) Limitations on credit. The credit 
for gift tax is limited to the smaller of 
the following amounts:

Gross estate________ _____________ ______ ____________________________ $925, 000. 00
Expenses, Indebtedness, etc..___________ __________________ _ $25, 000.00
Exemption________________________ _______________________  60,000.00
Deduction under section 2053 (d)_____-______________________  75,000.00
Charitable deduction:

Gross estate.._______________________________ $925, 000.00
Expenses, etc____________________ $25,000. 00
Bequest to son____________________ 400, 000.00
State death tax paid from residue____ 75, 000.00
Federal estate tax paid from residue__ 122,916. 67 622,916. 67 302, 083.33 462, 083.33

Taxable estate______________ ________________________________________  462,916.67

If the deduction under section 2053 (d) were not allowed, the decedent’s taxable estate 
would be computed as follows:
Gross estate___________________ _____________________________ £______ $925, 000. 00
Expenses, Indebtedness, etc_____________s_____ L_____________ $25,000.00
Exemption__________ _____________ __________ ____________  60, 000. 00
Charitable deduction:

Gross estate________________________________ $925, 000. 00
Expenses, etc_________ ;_____ ______$25, 000.00
Bequest to son_____________________ 400, 000.00
State death tax paid from residue___ 75,000.00
Federal estate tax paid from residue... 155, 000. 00 655, 000. 00 270, 000. 00 355, 000.00

Taxable estate__________ ____ .___ ______________i______ ________________ 570,000. 00

Under these facts, the credit for State death taxes is determined as follows:
(1) Amount of State death taxes paid other than those for which a deduction

is allowed under section 2053 Vd) ($135,000—$75,000)________________ $60,000.00
(2) Amount indicated in section 2011 (b) to be the maximum credit allowable

with respect to the decedent’s taxable estate of $462,916.67.______ :_____ 10,916.67
(3) Amount determined by use of the ratio described in paragraph (c) above

/  $60,000 \
(.«iSEooo X,1M00) “ -------------— ------------------------------------------  6' 765 M

(4) Credit for State death taxes (least of subparagraphs (1) through (3 ) above). 6, 755.56
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without regard to the 50 percent limitation in section 2058 (c) would have been $25p,000. 
The gross estate tax was $17,900, and the credit for State death taxes was $400.

(ii) Factor “G” of the ratio which is used in computing the "second limitation” is com
puted as follows (see § 20.2012-1 (d) (2) ) :
Value of gift to wife for the purpose of the gift tax or for the purpose of the estate

tax, whichever is lower___ ------------------------------------------- ---------- —---------- $86, 000
Less: Portion of annual exclusion allowed in determining the gift tax (see § 20.2012-1

(d) (2) ( i ) ) ------------------------- ------------——-------------------------- ---------- ------  3,000

Net value________________ _______ _____ - ____ —---- ---------- — — ------  83,000
Less: Portion of the net value allowed as a marital deduction under section 2056

(see §20.2012-1 (d) (2) (ii))_--- ---------- ------------------------------- ------- -— —
$150,000 (aggregate marital 

deduction allowed for
the purpose of the estate t

_____ „__________ x ($86,000—$3,000) (value of gift to wife for the purpose
$250,000 (aggregate marital Qf the gift tax or for the purpose of the estate tax,

deduction c o m p u t e d  whichever is lower, less portion of annual exclusion
without regard to the allowed in determining the gift tax (see § 20.2012-1
limitation stated in sec- (i)) - 49,800
tion 2056 (c)).

Factor “G” of the ratio________ ___ —------------------------ — ---------------— 33,200
(ill) Under the “second limitation”, the credit for gift tax on the donor’s gift to his wife 

cannot exceed (see § 20.2012-1 (d) (1)).
$33,200 (factor “G” of the ratio; see subdivision (ii) of this example) v  
$350,000—$150,000 (value of gross estate, less marital deduction allowed)

($17,900—$400) (gross estate tax, less credit for State death taxes) =$2,905.

The lesser of the “first limitation” as 
computed in paragraph (c) of this sec
tion and the “second limitation” as com
puted in this paragraph is the credit for 
gift tax.

(e) Credit for “split gifts”. If a dece
dent made a gift of property which is 
thereafter included in his gross estate, 
and, under the provisions of section 2513 
of the Internal Revenue Code of 1954 or 
section 1000 (f) of the Internal Revenue 
Code of 1939, the gift was considered as 
made one-half by the decedent and one- 
half by his spouse, credit against the 
estate tax is allowed for the gift tax 
paid with respect to both halves of the 
gift. The “first limitation” is to be 
separately computed with respect to each 
half of the gift in accordance with the 
principles stated in paragraph (c) of this 
section. The “second limitation” is to 
be computed with respect to the entire 
gift in accordance with the principles 
stated in paragraph (d) of this section. 
To illustrate: A donor, in contemplation 
of death, transferred property valued at 
$106,000 to his son on January 1, 1955, 
and he and his wife consented that the 
gift should be considered as made one- 
half by him and one-half by her. The 
property was thereafter included in the 
donor’s gross estate. Under the “first 
limitation”, the amount of the gift tax 
of the donor paid with respect to the 
half of the gift considered as made by 
him is determined to be $11,250, and the 
amount of the gift tax of his wife paid 
with respect to the half of the gift con
sidered as made by her is determined to 
be $1,200. Under the “second limita
tion”, the amount of . the estate tax a t
tributable to the property is determined 
to be $28,914. Therefore, the credit for 
gift tax allowed is $12,450 ($11,250 plus 
$ 1,200) .

§ 20.2013 Statutory provisions; credit 
for tax on prior transfers.

Sec. 2013- Credit for tax on prior trans
fers—(a) General rule. The tax imposed by 
section 2001 shall be credited with all or a
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part of the amount of the Federal estate tax 
paid with respect to the transfer of property 
(including property passing as a result of the 
exercise or non-exercise of a power of ap
pointment) to the decedent by or from a 
person (herein designated as a "transferor”) 
who died within 10 years before, or within 
2 years after, the decedent’s death. If the 
transferor died within 2 years of the death 
of the decedent, the credit shall be the 
amount determined under subsections (b) 
and (c). If the transferor predeceased the 
decedent by more than 2 years, the credit 
shall be the following percentage of the 
amount so determined—

(1) 80 percent, if within the third or 
fourth years preceding the decedent’s death;

(2 ) 60 percent, if within the fifth or sixth 
years preceding the decedent’s death;

(3) 40 percent, if within the seventh or 
eighth years preceding the decedent’s death; 
and

(4) 20 percent, if within the ninth or tenth 
years preceding the decedent’s death.

(b) Computation of credit. Subject to 
the limitation prescribed in subsection (c), 
the credit provided by this section shall be 
an amount which bears the same ratio to the 
estate tax paid (adjusted as indicated here
inafter) with respect to the estate of the 
transferor as the value of the property trans
ferred bears to the taxable estate of the 
transferor (determined for purposes of the 
estate tax) decreased by any death taxes 
paid with respect to such estate and increased 
by the exemption provided for by section 
2052 or section 2106 (a) (3), or the corre-

' sponding provisions of prior laws, in deter
mining the taxable estate of the transferor 
for the purposes of the estate tax. For 
purposes of the preceding sentence, the estate 
tax paid shall be the Federal estate tax paid 
Incrased by any credits allowed against such 
estate tax under section 2012, or correspond
ing provisions of prior laws, on account of 
gift tax, and for any credits allowed against 
such estate tax under this section on account 
of prior transfers where the transferor 
acquired property from a person who died 
within 10 years before the death of the 
decedent.-

(c) Limitation on credit— (1) In general. 
The credit provided in this section shall not 
exceed the amount by which—

(A) The estate tax imposed by section 2001 
or section 2101 (after deducting the credits 
for State death taxes, gift tax, and foreign 
death taxes provided for in sections 2011,
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2012, and 2014) computed without regard to 
this section, exceeds

(B) Such tax computed by excluding from 
the decedent’s gross estate the value of such 
property transferred and, if applicable, by 
making the adjustment hereinafter indicated.
If any deduction is otherwise allowable under 
section 2055 or section 2106 (a) (2) (relating 
to charitable deduction) then, for the pur
pose of the computation indicated in sub-‘ 
paragraph (B), the amount of such deduc
tion shall be reduced by that part of such 
deduction which the value of such property 
transferred bears, to the decedent’s entire 
gross estate reduced by the deductions al
lowed under sections 2053 and 2054, or section 
2106 (a) (1) (relating to dsduction for ex
penses, losses, etc.). For purposes of this 
section, the value of such property trans
ferred shall be the value as provided for in 
subsection (d) of this section.

(2) Two or more transferors. If the credit 
provided in this section relates to property 
received from 2 or more transferors, the 
limitation provided in paragraph (1) of this 
subsection shall be computed by aggregating 
the value of the property so transferred to 
the decedent. The aggregate limitation so 
determined shall be apportioned in accord
ance with the value of the property trans
ferred to the decedent by each transferor.

(d) Valuation of property transferred. 
The value of property transferred to the de
cedent shall be the value used for the purpose 
of determining the Federal estate tax lia
bility of the estate of the transferor but—

(1) There shall be taken into account the 
effect of the tax imposed by section 2001 or 
2101, or any estate, succession, legacy, or in
heritance tax, on the net value to the de
cedent of such property;

(2) Where such property is encumbered in 
any manner, or where the decedent incurs 
any obligation imposed by the transferor 
with respect to such property, such encum
brance or obligation shall be taken into ac
count in the same manner as if the amount 
of a gift to the decedent of such property 
was being determined; and

(3) If the decedent was the spouse of the 
transferor at the time of the transferor’s 
death, the net value of the property trans
ferred to the decedent shall be reduced by the 
amount allowed under section 2056 (relating 
to marital deductions), or the corresponding 
provision of prior law, as a deduction from 
the gross estate of the transferor.

(e) Property defined. For purposes of this 
section, the term “property” includes any 
beneficial interest in property, including a 
general power of appointment (fes defined in 
section 2041).

§ 20.2013-1 Credit for tax on prior 
transfers—(a) In general. A credit is 
allowed under section 2013 against the 
Federal estate tax imposed on the present 
decedent’s estate for Federal estate tax 
paid on the transfer of property to the 
present decedent from a transferor who 
died within ten years before, or within 
two years after, the present decedent’s 
death. See § 20.2013-5 for definition of 
the terms “property” and “transfer”. 
There is no requirement that the trans
ferred property be identified in the estate 
of the present decedent or that the prop
erty be in existence at the time of the 
decedent’s death. It is sufficient that the 
transfer of the property was subjected 
to Federal estate tax in the estate of the 
transferor and that the transferor died 
within the prescribed period of time. 
The executor must submit such proof as 
may be requested by the district director 
in order to establish the right of the 
estate to the credit.
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(b) Limitations on credit. The credit 
for tax on prior transfers is limited to the 
smaller of the following amounts:

(1) The amount of the Federal estate 
tax attributable to the transferred prop
erty in the transferor’s estate, computed 
as set forth in § 20.2013-2; and

(2) The amount of the Federal estate 
tax attributable to the transferred prop
erty in the decedent’s estate, computed as 
set forth in § 20.2013-3.
Rules for valuing property for purposes 
of the credit are contained in § 20.2013-4.

(c) Percentage reduction. If the 
transferor died within the two years 
before, or within the two years after, the 
present decedent’s death, the credit is 
the smaller of the two limitations de
scribed in paragraph (b) of this section. 
If the transferor predeceased the present 
decedent by more than two years, the 
credit is a certain percentage of the 
smaller of the two limitations described 
in paragraph (b) of this section, deter
mined as follows:

(1) 80 percent, if the transferor died 
within the third or fourth years preced
ing the present decedent’s death;

(2) 60 percent, if the transferor died 
within the fifth nr sixth years preceding 
the present decedent’s death;

(3) 40 percent, if the transferor died 
within the seventh or eighth years pre
ceding the present decedent’s death; and

PROPOSED RULE MAKING

(4) 20 percent, if the transferor died 
within the ninth or tenth years preceding 
the present decedent’s death.
The word “within” as used in this para
graph means “during”. Therefore, if a 
death occurs on the second anniversary 
of another death, the first death is con
sidered to have occurred within the two 
years before the second death. If the 
credit for tax on prior transfers relates 
to property received from two or more 
transferors, the provisions of this para
graph are to be applied separately with 
respect to the property received from 
each transferor. See paragraph (d) of 
example (2) in § 20.2013-6.

(d) Examples. For illustrations of the 
application of this section, see examples
(1) and (2) set forth in § 20.2013-6.

§ 20.2013-2 “First limitation”. (a)
The amount of the Federal estate tax 
attributable to the transferred property 
in the transferor’s estate is the “first 
limitation.” Thus, the credit is limited 
to an amount, A, which bears the same 
ratio to B (the “transferor’s adjusted 
Federal estate tax”, computed as de
scribed in paragraph (b) of this section) 
as C (the value of the property trans
ferred (see § 20.2013-4)) bears to D (the 
“transferor’s adjusted taxable estate”, 
computed as described in paragraph (c) 
of this section). Stated algebraically, 
the “first limitation” equals

Value of transferred property
^Transferor’s adjusted taxable estate” X<,Transferor’s ^ ju s ted  Federal estate tax”.

(b) For purposes of the ratio stated 
in paragraph (a) of this section, the 
“transferor’s adjusted Federal estate tax” 
referred to as factor “B” is the amount of 
the Federal estate tax paid with respect 
to the transferor’s estate, plus:

(1) Any credit allowed the transferor’s 
estate for gift tax under section 2012, or 
the corresponding provisions of prior 
laws; and

(2) Any credit allowed the transferor’s 
estate, under section 2013, for tax on 
prior transfers, but only if the transferor 
acquired property from a person who 
died within 10 years before the death 
of the present decedent.

(c) For purposes of the ratio stated 
in paragraph (a) of this section, the 
“transferor’s adjusted taxable estate” 
referred to as factor “D” is the amount 
of the transferor’s taxable estate (or net 
estate) decreased by the amount of any 
“death taxes” paid with respect to his 
gross estate and increased by the amount 
of the exemption allowed in computing 
his taxable estate (or net estate). The 
amount of the transferor’s taxable estate 
(or net estate) is determined in accord
ance with the provisions of § 20.2051-1 
(or the corresponding provisions of prior 
regulations). The term “death taxes” 
means the Federal estate tax plus all 
other estate, inheritance, legacy, suc
cession, or similar death taxes imposed 
by and paid to any taxing authority, 
whether within or without the United 
States. However, only the net amount of 
such taxes paid shall be taken into con
sideration. The amount of the exemp
tion depends upon the citizenship and 
residence of the transferor at the time

of his death. If he was a citizen or resi
dent of the United States, the exemption 
is the $60,000 authorized by section 2052 
(or the corresponding provisions of prior 
laws). If he was not a citizen or resident 
of the United States, the exemption is the 
$2,000 authorized by section 2106 (a) (3) 
(or the corresponding provisions of prior 
laws), or such larger amount as may 
have been allowed as an exemption pur
suant to the prorated specific exemption 
provisions of an applicable death duty 
convention.

(d) If the credit for tax on prior 
transfers relates to property received 
from two or more transferors, the pro
visions of this section are to be applied 
separately with respect to the property 
received from each transferor. See para
graph (b) of example (2) in § 20.2013-6.

(e) For illustrations of the application 
of this section, see examples (1) and (2) 
set forth in § 20.2013-6.

§ 20.2013-3 “Second limitation”, (a) 
The amount of the Federal estate tax a t
tributable to the transferred property in 
the present decedent’s estate is the “sec
ond limitation.” Thus, the credit is 
limited to the difference between—

(1) The net estate tax payable (see 
§ 20.2001-1 (d) (5) ) with respect to the 
present decedent’s estate, determined 
without regard to any credit for tax on 
prior transfers under section 2013 or any 
credit for foreign death taxes claimed 
under the provisions of a death duty con
vention, and

(2) The net estate tax determined as 
provided in subparagraph (1) of this 
paragraph, but computed by subtracting

from the present decedent’s gross estate 
the value of the property transferred 
(see § 20.2013-4), and by making the ad
justment indicated in paragraph (b) of 
this section if a charitable deduction is 
allowable to the estate of the present 
decedent.

(b> If a charitable deduction is allow
able to the estate of the present decedent 
under the provisions of section 2055 or 
section 2106 (a) (2), for purposes of de
termining the tax described in subpara
graph (a) (2) of this paragraph, the 
charitable deduction otherwise allowable 
is reduced by an amount, E, which bears 
the same ratio to F (the charitable de
duction otherwise allowable) as G (the 
value of the transferred property (see 
§ 20.2103-4)) bears to H (the value of 
the present decedent’s gross estate re
duced by the amount of the deductions 
for expenses, indebtedness, taxes, losses, 
etc., allowed under the provisions of sec
tions 2053, 2054, and 2106 (a) (1)). See 
paragraph (c) (2) of example (1) and 
paragraph (c) (2) of example (2) in 
§ 20.2013-6.

(c) If the credit for tax on prior 
transfers relates to property received 
from two or more transferors, the prop
erty received from all transferors is ag
gregated in determining the limitation 
on credit under this section (the “sec
ond limitation”). However, the limita
tion so determined is apportioned to the 
property received from each transferor 
in the ratio that the property received 
from each transferor bears to the total 
property received from transferors. See 
paragraph (c) of e x a m p l e  (2) in 
§ 20.2013-6.

(d) For illustrations of the applica
tion of this section, see examples (1) and
(2) set forth in § 20.2013-6.

§ 20.2013-4 Valuation of p r o p e r t y  
transferred, (a) For purposes of section 
2013 and §§ 20.2013-1 to 20.2013-6, in
clusive, the value of the property trans
ferred to the decedent is the value at 
which such property was included in the 
transferor's gross estate for the purpose 
of the Federal estate tax (see sections 
2031, 2032, and the regulations there
under) reduced as indicated in para
graph (b) of this section. If the deced
ent received a life estate or remainder or 
other limited Interest in property in
cluded in the transferor’s gross estate, 
the value of the interest is determined as 
of the date of the transferor’s death on 
the basis of recognized actuarial princi
ples (see § 20.2031-7). If the interest 
cannot be so valued, it is considered for 
purposes of section 2013 to have no value. 
The application of this paragraph may 
be illustrated by the following examples:

Example (1). A died on January 1, 1953, 
leaving Blackacre to B. The property was 
Included in A’s gross estate a t a value of 
$100,000. On January 1, 1955, B sold Black- 
acre to C for $150,000. B died on February 1, 
1955. For purposes of computing the credit 
against the tax Imposed on B’s estate, the 
value of the property transferred to B is 
$ 100,000.

Example (2). A died on January 1, 1953, 
leaving Blackacre to B for life and, upon B’s 
death, remainder to C. At the time of A's 
death, B was 56 years of age. The property 
waa „included in A’s gross estate at a value 
of $100,000. The part of that value attribut
able to the life estate is $44,668 (see
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§20.2031-7 (c)), and the part of that value 
attributable to the remainder is $55,312 
(see § 20.2031-7 (d) ). B died on January 1. 
1955, and C died on January 1, 1956. For 
purposes of computing the credit against the 
tax imposed on B’s estate, the value of the 
property transferred to B is $44,688. For 
purposes of computing the credit against 
the tax imposed on C’s estate, the value of 
the property transferred to C is $55,312.

(b) In arriving at the value of the 
property transferred to the decedent, the 
value at which the property was included 
in the transferor’s gross estate (see par
agraph (a) of this section) is reduced 
as follows:

(1) By the amount of the Federal es
tate tax and any other estate, inherit
ance, legacy, or succession taxes which 
were payable out of the property trans
ferred to the decedent or which were 
payable by the decedent in connection 
with the property transferred to him. 
Thus, if under the transferor’s will or 
local law all death taxes are to be paid 
out of other property with the result 
that the decedent receives his bequest 
free and clear of all death taxes, no re
duction is to be made under this sub- 
paragraph;

(2) By the amount of any martial de-' 
duction allowed the transferor’s estate 
under section 2056 (or under section 812
(e) of the Internal Revenue Code of 
1939) if the decedent was the spouse of 
the transferor at the time of the trans
feror’s death; and

(3) (i) By the amount of any encum
brance on the property or by the amount 
of any obligation imposed by the trans
feror and incurred by the decedent with 
respect to the property, to the extent 
such charges would be taken into ac
count if the amount of a gift to the 
decedent of such property were being 
determined.

(ii) For purposes of this subpara
graph, an obligation imposed by the 
transferor and incurred by the decedent 
with respect to the property includes a 
bequest, etc., in lieu of the interest of 
the surviving spouse under community 
property laws, unless such interest was, 
immediately prior to the transferor’s 
death, a mere expectancy. (As to the 
circumstances under which the interest 
of a surviving spouse is regarded as a 
mere expectancy, see the provisions of 
§ 20.2056 (c)-2 (d) which are equally 
applicable here.) However, an obliga
tion imposed by the transferor and in
curred by the decedent with respect to 
the property does not include a bequest, 
devise, or other transfer in lieu of dower, 
curtesy, or of a statutory estate created 
in lieu of dower or curtesy, or of other 
marital rights in the transferor’s prop
erty or estate.

(iii) The application of this subpara
graph may be illustrated by the following 
examples;

Example (1). The transferor devised to 
the decedent real estate subject to a mort
gage. The value of the property transferred 
to the decedent does not include the amount 
of the mortgage. If, however, the transferor 
by his wiU directs the executor to pay off 
the mortgage, such payment constitutes an 
additional amount transferred to the dece
dent.

Example (2). The transferor bequeathed 
certain property to the decedent with a direc
tion that the decedent pay $1,000 to X. The

value of the bequest to the decedent is the 
value of the property reduced by $1,000.

Example (3). The transferor bequeathed 
certain property to his wife, the decedent, 
in lieu of her interest in property held by 
them as community property under the law 
of the State of their residence. The wife 
elected to relinquish her community prop
erty interest and to take the bequest. The 
value of the bequest is the value of the 
property reduced by the value of the com
munity property interest relinquished by the 
wife.

§ 20.2013-5 “Property” and “transfer” 
defined, (a) For purposes of section 
2013 and §§ 20.2013-1 to 20.2013-6, in
clusive, the term “property” means any 
beneficial interest in property, including 
a general power of appointment (as de
fined in section 2041) over property. 
Thus, the term does not include an inter
est in property consisting merely of a 
bare legal title, such as that of a trustee. 
Nor does the term include a power of 
appointment over property which is not 
a general power of appointment (as de
fined in section 2041). Examples of 
property, as described in this paragraph, 
are annuities, life estates, estates for 
terms of years, vested or contingent re
mainders and other future interests.

(b) In order to obtain the credit for 
tax on prior transfers, there must be a 
transfer of property described in para
graph (a) of this section by or from the 
transferor to the decedent. The term 
“transfer” of property by or from a 
transferor means any passing of prop
erty or an interest in property under 
circumstances' which were such that the 
property or interest was included in the 
gross estate of the transferor. In this 
connection, if the decedent receives 
property as a result of the exercise or 
nonexercise of a power of appointment, 
the donee of the power (and not the 
creator) is deemed to be the transferor 
of the property if the property subject 
to the power is includible in the donee’s 
gross estate under section 2041 (relating 
to powers of appointment). Thus, not
withstanding the designation by local 
law of the capacity in which the decedent 
takes, property received from the trans
feror includes interests in property held 
by or devolving upon the decedent:
(1) As spouse under dower or curtesy 
laws or laws creating an estate in lieu of 
dower or curtesy; (2) as surviving tenant 
of a tenancy by the entirety or joint 
tenancy with survivorship rights; (3) as 
beneficiary of the proceeds of life insur
ance; (4) as survivor under an annuity 
contract; (5) as donee (possessor) of a

general power of appointment (as de
fined in section 2041); (6) as appointee 
under the exercise of a general power of 
appointment (as defined in section 
2041); or (7) as remainderman under 
the release or nonexercise of a power 
of appointment by reason of which the 
property is included*in the gross estate 
of the donee of the power under section 
2041.

(c) The application of this section 
may be illustrated by the following 
example:

Example. A devises Blackacre to B, as 
trustee, with directions to pay the income 
therefrom to C, his son, for life. Upon C’s 
death, Blackacre is to be sold. C is given 
a general testamentary power, to appoint 
one-third of the proceeds, and a testamen
tary power, which is not a general power, to 
appoint the remaining two-thirds of the 
proceeds, to such of the issue of his sister 
D as he should choose. D has a daughter, E, 
and a son, F. Upon his death, C exercised 
his general power by appointing one-third of 
the proceeds to D and his special power by 
appointing two-thirds of the proceeds to E. 
Since B’s interest in Blackacre as a trustee 
is not a beneficial interest, no part of it is 
“property” for purpose of the credit in B’s 
estate. On the other hand, C’s life estate 
and his testamentary power over the one- 
third interest in the remainder constitute 
“property” received from A for purpose of 
the credit in C’s estate. Likewise, D’s one- 
third interest in the remainder received 
through the exercise of C’s general power of 
appointment is “property” received from C 
for purpose of the credit in D’s estate. No 
credit is allowed E’s estate for the property 
which passed to her from C since the prop
erty was not Included in C’s gross estate. On 
the other hand, no credit is allowed in E’s 
estate for property passing to her from A 
since her interest was not susceptible of val
uation at the time of A’s death (see 
§ 20.2013-4).

§ 20.2013-6 Examples. The applica
tion of §§ 20.2013-1 to 20.2013-5, inclu
sive, may be illustrated by the following 
examples:

Example (1). (a) A died December 1,1953, 
leaving a gross estate of $1,000,000. Expenses, 
Indebtedness, etc., amounted to $90,000. A 
bequeathed $200,000 to B, his wife, $100,000 
of which qualifies for the marital deduction. 
B died November 1, 1954, leaving a gross es
tate of $500,000. Expenses, indebtedness, etc., 
amounted to $40,000. B bequeathed $150,000 
to charity. A and B were both citizens of 
the United States. The estates of A and B 
both paid State death taxes equal to the 
maximum credit allowable for State death 
taxes. Death taxes were not a charge on the 
bequest to B.

(b) “First limitation” on credit for B’s 
estate (§20.2013-2):

A’s gross estate_:______________________ _________________ ___ ___$1, 000, 000. 00
Expenses, Indebtedness, etc__________ ___________________-____ 90,000.00

A’s adjusted gross estate.
Marital deduction____ ___ ______________________ ___ _ $100, 000. 00
Specific exemption.»_____ _______ ______ ____ ______ _ 60, 000. 00

910,000.00 

160, 000. 00

A’s taxable estate ..________ ___________ __________ ’__________ 750,000.00

A’s gross estate tax_________ _________________________ ___ _ 233,200.00
Credit for State death taxes______________ . . . __ _____________ _______ _ 23,280.00

A’s net estate tax payable.»_____________________ ___________ __  209,920.00

“First limitation”se$209,920.00 (§ 20.2013-2 (b) ) X
$200,000.00—$100,000.00 (§ 20.2013-4)—----- ------------------------------------ —— -------- -----------------— ——-—----aaaM aaHaa 36» 393* 90

$750,000.00—$209,920.00-$23,280.00+$60.000.00 (§20.2013-2 (c) )
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Tuesday, October 16, 1956
(d) Credit of B’s estate for tax on prior 

transfers (§ 20.2013-1 (c)):
Credit for tax on transfer from  As

$18,546.67 (lower of "first limita
tion” computed in paragraph
(b) (1) and “second limitation” 
apportioned to A’s transfer in 
paragraph (c) (4)) x 100 per
cent (percentage to be taken 
into account under § 20.2013-1
( c )  ) __________ ;_____________$18, 546. 67
Credit for tax on transfer from C:

$9,273.33 (lower of “first limita
tion” computed in paragraph
(b) (2 ) and “second limitation” 
apportioned to B’s transfer in 
paragraph (c). (4)) x 80 per
cent (percentage to be taken 
into account under § 20.2013-1
(c )  ) ................................................ 7,418.66

Total credit for tax on prior
transfers_____________  25, 965. 33

§ 20.2014 Statutory provisions; credit 
for foreign death taxes.

Sec. 2014. Credit for foreign death taxes— 
(a) In general. The tax imposed by section 
2001 shall be credited with the amount of 
any estate, inheritance, legacy, or succession 
taxes actually paid to any foreign country in 
respect of any property situated within such 
foreign country and included in the gross 
estate (not including any such taxes paid 
with respect to the estate of a person other 
than the decedent). If the decedent at the 
time of his death was not a citizen of the 
United States, credit shall not be allowed 
under this section unless the foreign country 
of which such decedent was a citizen or sub
ject, in imposing such taxes, allows a similar 
credit in the case of a citizen of the United 
States resident in such country. The deter
mination of the country within which prop
erty is situated shall be made in accordance 
with the rules applicable under subchapter B 
(sec. 2101 and following) in determining 
whether property is situated within or with
out the United States.

(b) Limitations on credit. The credit pro
vided in this section with respect to such 
taxes paid to any foreign country—

(1) Shall not, with respect to any such 
tax, exceed an amount which bears the same 
ratio to the amount of such tax actually 
paid to such foreign country as the value 
of property which is—

(A) Situated within such foreign country,
(B) Subjected to such tax, and
(C) Included in the gross estate.

bears to the value of all property subjected 
to such tax; and

(2) Shall not, with respect to all such 
taxes, exceed an amount which bears the 
same ratio to the tax imposed by section 
2001 (after deducting from such tax the 
credits provided by sections 2011 and 2012) 
as the value of property which is—

(A) Situated within such foreign country,
(B) Subjected to the taxes of such foreign 

country, and
(C) Included in the gross estate.

bears to the value of the entire gross estate 
reduced by the aggregate amount of the de
ductions allowed under sections 2055 and 
2056.

(c) Valuation of property. (1) The values 
referred to in the ratio stated in subsec
tion (b) (1) are the values determined for 
purposes of the tax imposed by such foreign 
country.

(2) The values referred to in the ratio 
stated in subsection (b) (2) are the values 
determined under this chapter; but, in ap
plying such ratio, the value of any property 
described in subparagraphs (A), (B), and 
(C) thereof shall be reduced by such amount 
as will properly reflect, in accordance with

FEDERAL REGISTER
regulations prescribed by the Secretary or 
his delegate, the deductions allowed in re
spect of such property under sections 2055 
and 2056 (relating to charitable and marital 
deductions).

(d) Proof of credit. The credit provided 
in this section shall be allowed only if the 
taxpayer establishes to the satisfaction of 
the Secretary or his delegate—

(1) Thè amount of taxes actually paid to 
the foreign country,

(2) The amount and date of each pay
ment thereof,

(3) The description and value of the 
property in respect of which such taxes are 
imposed, and

(4) All other information necessary for 
the verification and computation of the 
credit.

(e) Period of limitation. The credit pro
vided in this section shall be allowed only 
for such taxes as were actually paid and . 
credit therefor claimed within 4 years after 
the filing of the return required by section 
6018, except that—

(1) If a petition for redetermination of a 
deficiency has been filed with the Tax Court 
within the time prescribed in section 6213 
(a) , then within such 4-year period or before 
the expiration of 60 days after the decision 
of the Tax Court becomes final.

(2 ) if, under section 6161, an extension 
Of time has been granted for payment of 
the tax shown on the return, or of a defi
ciency, then within such 4-year period or 
before the date of the expiration of the 
period of the extension.
Refund based on such credit may (despite 
the provisions of sections 6511 and 6512) be 
made if claim therefor is filed within the 
period above provided. Any such refund 
shall be made without Interest.

§ 20.2014-1 Credit fcyr foreign death 
taxes—(a) In general. (1) A credit is 
allowed under section 2014 against the 
Federal estate tax for any estate, inherit
ance, legacy, or succession taxes actually 
paid to any foreign country (hereinafter 

.referred to as “foreign death taxes”). 
The credit is allowed only for foreign 
death taxes paid (i) with respect to prop
erty situated within the country to which 
the tax is paid, (ii) with respect to prop
erty included in the decedent’s gross 
estate, and (iii) with respect to the de
cedent’s estate. The credit is allowable 
to the estate of a decedent who was a 
citizen of the United States at the time 
of his death. The credit is also allow
able to the estate of a decedent who was 
a resident but not a citizen of the United 
Statès at the time of his death if the 
country of which the decedent was a 
national, in imposing death taxes, allows 
a similar credit to the estates of citizens 
of the United States resident in that 
country. See § 20.2001-1 (c) for defini
tion of the term “resident”. The credit 
is not allowable to the estate of a dece
dent who was neither a citizen nor a 
resident of the United States at the time 
of his death. The credit is allowable not 
only for death taxes paid to foreign 
countries which are states in the inter
national sense, but also for death taxes 
paid to possessions or political subdivi
sions of foreign states. No credit is 
allowable for interest or penalties paid in 
connection with foreign death taxes.-

(2) In addition to the credit for 
foreign death taxes under section 2014, 
similar credits are allowed under death 
tax conventions with certain foreign 
countries. If credits against the Federal

7861

estate tax are allowable under section 
2014, or under section 2014 and one or 
more death duty conventions, for death 
taxes paid to more than one country, the 
credits are combined and the aggregate 
amount is credited against the Federal 
estate tax, subject to the limitation pro
vided for in § 20.2014-4 (c). For applica
tion of the credit in cases involving a 
death duty convention, see § 20.2014-4.

(3) No credit is allowable under sec
tion 2014 in connection with property 
situated outside of the foreign country 
imposing the tax for which credit is 
claimed (although such a credit may 
be allowable under certain death duty 
conventions). Whether or not particular 
property of the decedent is situated in 
the foreign country imposing the tax is 
determined in accordance with the same 
principles that would be applied in de
termining whether or not similar prop
erty of a nonresident decedent not a citi
zen of the United States is situated within 
the United States for Federal estate tax 
purposes. See §§ 20.2104-1 and 20.2105-1, 
inclusive. For example, under § 20.- 
2104-1, a bond for the payment of money 
is not within the United States unless it is 
physically located in the United States. 
Accordingly, a bond is deemed situated in 
the foreign country imposing the tax 
only if it is physically located in that 
country. Similarly, under § 20.2104-1, 
shares-of stock are deemed to be situated 
in the United States only if issued by 
a domestic (United States) corporation. 
Thus, a share of corporate stock is re
garded as situated in the foreign country 
imposing the tax only if the issuing 
corporation is incorporated in that 
country. Further, under § 20.2105-1, 
moneys deposited with any person car
rying on the banking business by or for 
a nonresident not a citizen of the United 
States who was not engaged in business 
in the United States at the time of death 
are not deemed situated in the United 
States. Therefore, an account with a 
foreign bank in the country imposing 
the tax is not considered to be situated in 
that country under corresponding cir
cumstances.

(b) Limitations on credit. The credit 
for foreign death taxes is limited to the 
smaller of the following amounts:

(1) The amount of a particular foreign 
death tax attributable to property situ
ated in the country imposing the tax and 
included in the decedent’s gross estate 
for Federal estate tax purposes, com
puted as set forth in § 20.2014-2; and

(2) The amount of the Federal estate 
tax attributable to particular property 
situated in a foreign country, subjected 
to foreign death tax in that country, and 
included in the decedent’s gross estate 
for Federal estate tax purposes, com
puted as set forth in § 20.2014-3.

§ 20.2014-2 “First limitation”. (a)
The amount of a particular foreign death 
tax attributable to property situated in 
the country imposing the tax and in
cluded in the decedent’s gross estate for 
Federal estate tax purposes is the “first 
limitation.” Thus, the credit for any for
eign death tax is limited to an amount, 
A, which bears the same ratio to B (the 
amount of the foreign death tax without 
allowance of credit, if any, for Federal
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(ii) The “second limitation” on the credit for foreign death taxes is:
$200,000—$40,000 (factor Q of the ratio stated at § 2.2014-3 (a); see

also § 20.2014-3 (b) (1)) Q
$1,000,000—$40,000 (factor H of the ratio stated at § 20.2014-3 (a) )

($266,500—$27,600) (factor P of the ratio stated at § 20.2014-3 (a)) =$39,816.67.
•l>he lesser of this amount and the amount of the "first limitation” (computed under 

§ 20.2014-2) is the credit for foreign death taxes.
Example (2). (i) Decedent, a citizen and resident of the United States at the time of his 

death, left a gross estate.of $1,000,000 which includes: shares of stock issued by a United 
States corporation, valued at $650,000; shares of stock issued by a Country X corporation, 
valued at $200,000; and life insurance, in the amount of $150,000, payable to a son. Expenses, 
indebtedness, etc., amounted to $40,000. The decedent made a specific bequest of $25,000 
of the Country X corporation stock to Charity A and a general bequest of $100,000 to Charity 
B. The residue of his estate was left to his daughter. The gross Federal estate tax is 
$242,450 and the credit for State death taxes is $24,480. Under these facts, neither the 
stock of the Country X corporation specifically bequeathed to Charity A nor the insurance 
payable to the son could be utilized in satisfying the bequest to Charity B. Therefore, the 
"group of assets” which could be so utilized is limited to stock of the Country X corporation 
valued at $175,000 and stock of the United States corporation valued at $650,000..

(ii) Factor "O” of the ratio which is used in determining the "second limitation” is 
computed as follows:
Value of property situated in Country X— ---------------------------------------- -----$200, 000.00
Less:

Reduction described in § 20.2014^3 (b) (1)------- --------------------$25,000.00
Reduction described in § 20.2014-3 (b) (2) =

$175,000 (factor K of the ratio stated at § 20.2014-3 (b) (3))
$175,000+$650,000 (factor L of the ratio stated at § 20.2014-3 (c) (3))

$100,000 (factor J of the ratio stated a t § 20.2014-3 (b) (3)) =  —i----- 21, 212.12
--------------- 46, 212.12

Factor “G” of the ratio ------- __------ --------------------------_— ----------  153,787.88
(iii) * In this case, the “second limitation” on the credit for foreign death taxes is:
$153,787.88 (factor Q of the ratio stated at I 20.2014-3 (a); see also 

subdivision (ii) above) v
$1,000,000—$125,000 (factor H of the ratio stated at § 20.2014-3 (a) )

($242,450—$24,480) (factor F of the ratio stated at § 20.2014-3 (a)) =$38,309.88.
Example (3). (i) Decedent, a citizen and resident of the United States at the time of his 

death, left a gross estate of $850,000 which includes: shares of stock issued by United States 
corporations, valued at $440,000; real estate located in the United States, valued at $110,000; 
and shares of stock issued by Country X corporations, valued at $300,000. Expenses, indebted
ness, etc., amounted to $50,000. Decedent devised $40,000 in real estate to a  United States 
charity. In addition, he bequeathed to his wife $200,000 in United States stocks and $300,000 
in Country X stocks. The residue of his estate passed to his children. The gross Federal 
estate tax is $81,700 and the credit for State death taxes is $5,520.

(ii) Decedent’s adjusted gross estate is $800,000 (i. e., $850,000, gross estate less $50,000, 
expenses, indebtedness, etc.). The aggregate marital deduction allowed to his estate is 
limited by section 2056 (c) to one-half of this amount, or $400,000. Factor "G” of the ratio 
which is used in determining the “second limitation” is computed as follows:
Value of property situated in Country X----------------------------------------------------- $300,000
Less: Reduction described in § 20.2014-3 (b) (1) determined as follows (see also 

end of § 20.2014-3 (b) ) —
Total amount of bequests which qualify for the marital deduction:

Specific bequest of Country X stock____________________________ $300, 000
Specific bequest of United States stock____ ___________________ 200, 000

000

500, 000
Limitation on aggregate marital deduction under section 2056 (c) ____  400, 000
Part of specific bequest of Country X stock with respect to which the

/$400,000 \marital deduction is allowed—( ——-— -  X $300,000 I_______ ___________ _ 240,* \  $500,000 )  _____
Factor “G” of the ratio______________»____________________________ _ 60, 000

(iii) Thus, the “second limitation” on the credit for foreign death taxes is
$60,000 (factor G of the ratio stated at § 20.2014-3 (a) ; see also subdivision (ii) above) 

$850,000—$40,000—$400,000 (factor H of the ratio stated at § 20.2014-3 (a) ) ^
($81,700—$5,520) (factor F of the ratio stated at § 20.2014-3 (a) ) =$11,148.29.

(d) Where the foreign country im
poses more than one kind of death tax 
or imposes taxes at different rates upon 
the several shares of an estate, or where 
the foreign country and a political sub
division or possession thereof each im
pose a death tax, the “second limitation” 
is still computed by applying the ratio 
set forth in paragraph (a) of this sec
tion. Factor “G” of the ratio is deter
mined by taking into consideration the

combined value of the foreign property 
which is subjected to each different tax 
or different rate. The combined value, 
however, cannot exceed the value at 
which such property was included in the 
gross estate for Federal estate tax pur
poses. Thus, if Country X imposes a tax 
on the inheritance of a surviving spouse 
at a 10 percent rate and on the inherit
ance of a son at a 20 percent rate, the 
combined value of their inheritances is

taken into consideration in determining 
factor “G” of the ratio, which is then 
used in computing the “second limita
tion.” However, the “first limitation” is 
computed as provided in § 20.2014-2 (b). 
The lesser of the “first limitation” and 
the “second limitation” is the credit for 
foreign death taxes.

§ 20.2014-4 Application of credit in 
cases involving a death duty conven
tion—(a) In general. (1) If credit for a 
particular ' foreign death tax is author
ized by a death duty convention, there 
is allowed either the credit provided for 
by the convention or the credit provided 
for by section 2014, whichever is the 
more beneficial to the estate. The ap
plication of this paragraph may be illus
trated by the following example:

Example, (i) Decedent, a citizen of the 
United States and a domiciliary of Country X 
at the time of his death, left a gross estate 
of $1,000,000 which includes: shares of stock 
issued by a Country X corporation, valued at 
$400,000; bonds issued by a Country X cor
poration physically located in the United 
States, valued at $350,000; and real estate 
located in the United States, valued at 
$250,000. Expenses, indebtedness, etc., 
amounted to $50,000. Decedent left his en
tire estate to his son. There is in effect a 
death duty convention between the United 
States and Country X which provides for 
allowance of credit by the United States for 
succession duties imposed by the national 
government of Country X. The gross Federal 
estate tax is $307,200 and the credit for 
State death taxes is $33,760. Country X im
posed a net succession duty on the stocks 
and bonds of $180,000. Under the situs 
rules described in § 20.2014-1 (a) (3), the 
shares of stock comprise the only property 
deemed to be situated in Country X. Under 
the convention, both the stocks and the 
bonds are deemed to be situated In 
Country X.

(ii) (a) The credit authorized by the con
vention for death taxes imposed by Coun
try X is computed as follows :
(1) Country X tax attributable to

property situated in Country 
X and subjected to tax by 
both countries 
/$750,000 \
( w o » * * 180’000) --------*180’00l>

(2) Federal estate tax attributable
to property situated in Coun
try X and subjected to tax 
by both countries 
/  $750,000 \
(* im 5 5 ô * * 2,3'44° ) —  205’03°

(3) Credit (subdivision (1) or (2) ) ,
whichever is less___:______ 180, 000

(b) The credit authorized by section 2014 
for death taxes imposed by Country X is 
computed as follows:
(1) "First limitation” computed

under § 20.2014-2
/$400,000 \  nnn( v x  $180,000 1--------- $96, 000\$750,000 /

(2) “Second limitation” computed
under § 20.2014-3 
/  $400,000 \( —--- s-----x $273,440 1_____ 109,376\ $ 1,000,000 )

{3) Credit (subdivision (1) or (2) ),
whichever is less_________  96, 000

(iii) On the basis of the facts contained 
in this example, the credit of $180,000 au
thorized by the convention is the more bene
ficial to the estate.

(2) I t  should be noted that the greater 
of the treaty credit and the statutory 
credit is not necessarily the more bene-
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ficial to the estate. Such is the situation, 
for example, in those cases which involve 
both a foreign death tax credit and a 
credit under section 2013 for tax on prior 
transfers. The reason is that the amount 
of the credit for tax on prior transfers 
may differ depending upon whether the 
credit for foreign death tax is taken 
under the treaty or under the statute. 
Therefore, under certain circumstances, 
the advantage of taking the greater of 
the treaty credit and the statutory credit 
may be more than offset by a resultant 
smaller credit for tax on prior transfers. 
The solution is to compute the net estate 
tax payable first on the assumption that 
the treaty credit will be taken and then 
on the assumption that the statutory 
Credit will be taken. Such computations 
will indicate whether the treaty credit or 
the statutory credit Is in fact the more 
beneficial to the estate.

(b) Taxes imposed by both a foreign 
country and a political subdivision 
thereof. If a foreign death tax is im
posed by both a foreign country with 
which the United States has entered into 
a death duty convention and one of its 
possessions or political subdivisions, there 
is allowed either the credit provided for 
by the convention or the credit provided 
for by section 2014, whichever is the more 
beneficial to the estate. Thus, if a por
tion of the estate of a United States citi
zen is situated in X (a country with 
which the United States has entered into 
a death duty convention providing for 
allowance of credit by the United States 
for death tax imposed by the national 
government of X) and is subjected to 
death taxes imposed by both the national 
government of X and the government of 
Y, a province of X, there is allowed either 
a credit for the national death tax com
puted under the convention or a credit 
for the combined national and provincial 
death taxes computed under section 2014, 
whichever is the more beneficial to the 
estate. However, unless the convention 
provides otherwise, credit may not be 
claimed separately under the convention 
for the national tax and under section 
2014 for the provincial tax. The applica
tion of this paragraph is illustrated in 
greater detail in the following example:

Example. (1) Decedent, a citizen of the 
United States and a domicUlary of Country X 
at the time of his death, left a gross estate 
Of $225,000 which includes: bonds Issued 
by a United States corporation physically 
located in Y, a province of Country X, valued 
a t $100,000; bonds issued by a Country X 
corporation physically located in the United 
States, valued at $75,000; and shares of stock 
issued by a Country X corporation, valued 
a t $50,000. Expenses, Indebtedness, etc., 
amounted to $10,000. Decedent left his en
tire estate to his son. There is in effect a 
death duty convention between the United 
States and Country X which provides for 
allowance of credit by the United States for 
succession duties imposed by the national 
government of Country X. The gross Federal 
estate tax is $55,200 and the credit for State 
death taxes is $3,000. Country X imposed 
a net succession duty on the Country X 
stock and the Country X bonds of $18,000. 
Province Y imposed a net succession duty on 
the United States bonds of $16,000. Under 
the situs rules described in §20.2014-1 (b), 
the United States bonds and the Country X 
stock are deemed to be situated In Country X. 
Under the convention, the Country X bonds
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and the Country X stock are deemed to be 
situated in Country X.

(2) (i) The credit authorized by the con
vention for death taxes Imposed by Country 
X is computed as follows:
(o) Country X tax attributable to 

property situated in Country 
X and subjected to tax by both 
countries
/$125,000 \
(»I3Sooox‘18-000) ------ -- «»*«»

(b) Federal estate tax attributable 
to property situated in Coun
try X and subjected to tax by 
both countries
/  $125,000 \
(iS M o S * “ ” 00) ----- — - S8’000

(c) Credit (subdivision (a) or (b),
whichever is less)___ ______  18,000

(ii) The credit authorized by section 2014 
for death taxes imposed by Country X (which 
Includes death taxes imposed by Province Y 
according to § 20.2014-1 (a) (1)) is computed 
as follows:
(a) "First limitation’' with respect to 

tax Imposed by national gov
ernment of Country X com
puted under § 20.2014-2 (b)
/  $50,000  ̂ \
( * m w x,18'00° ) ----------- 8,' 2°0

(b) "First limitation” with respect 
to tax imposed by Province Y 
computed under § 20,2014-2 (b)
/ $100,000 . \  
(» Ioo3oox,16’00<>) ----------- le’m>

(c) Total "first limitation”_______  23,200
(d) “Second limitation” computed

under § 20.2014̂ -3 (d)
/  $150,000 \1 X $52,200 )________  34,800\  $225,000 )

(e) Credit (subdivision (c) or (d),
whichever is le ss)..--- ------ — 23,200

(3) On the basis of the facts contained 
In this example, the credit of $23,200 author
ized by section 2014 is the more beneficial 
to the estate.

(c) Taxes imposed by two foreign 
countries with respect to the same 
property. It is stated as a general rule in 
§ 20.2014-1 (a) (2) that if credits against 
the Federal estate tax are allowable 
under section 2014, or under section 2014 
and one or more death duty conventions, 
for death taxes paid to more than one 
country, the credits are combined and 
the aggregate amount is credited against 
the Federal estate tax. This rule may 
result in credit being allowed for taxes 
imposed by two different countries upon 
the same item of property. If such is 
the case, the total amount of the credits 
with respect to such property is limited 
to the amount of the Federal estate tax 
attributable to the property, determined 
in accordance with the rules prescribed 
for computing the "second limitation” 
set forth in § 20.2014-3. The application 
of this section may be illustrated by the 
following example:

Example. The decedent,, a citizen of the 
United States and a domiciliary of Country X 
at the time of his death, left a taxable estate 
which Included bonds issued by Country X 
corporations, physically located in Country Z. 
Each of the three countries Involved Imposed 
death taxes on the Country X bonds. Assume 
tha t under the provisions of a treaty between 
the United States and Country X, the estate 
is entitled to a credit against the Federal 
estate tax for death taxes imposed by Coun
try X on the Country X bonds in the maxi
mum amount of $20,000. Assume, also, that 
under the provisions of section 2014, the

estate is entitled to a credit against the 
Federal estate tax for death taxes imposed 
by Country Z on the Country X bonds in the 
maximum amount of $10,000. Finally, as
sume that the Federal estate tax attributable 
to the Country X bonds is $25,000. Under 
such circumstances, the credit allowed the 
estate with respect to the Country x  bonds 
would be limited to $25,000.

§ 20.2014-5 Proof of credit, (a) If 
the foreign death tax has not been deter
mined and paid by the time the Federal 
estate tax return required by section 
6018 is filed, credit may be claimed on 
the return in an estimated amount. 
However, before credit for the foreign 
death tax is finally allowed, satisfactory 
evidence, such as a statement by an au
thorized official of each country, posses
sion or political subdivision thereof im
posing the tax, must be submitted certi
fying: (1) The full amount of the tax 
(exclusive of any interest or penalties), 
as computed before allowance of any 
credit, remission, or relief; (2) the 
amount of any credit, allowance, remis
sion, or relief, and other pertinent infor
mation, including the nature of the 
allowance and a description of the prop
erty to which it pertains; (3) the net 
foreign death tax payable after any such 
allowance; (4) the date on which the 
death tax was paid, or if not all paid at 
one time, the date and amount of each 
partial payment; and (5) a list of the 
property situated in the foreign country 
and subjected to  its tax, showing a de
scription and the value of the property. 
Satisfactory evidence must also be sub
mitted showing that no refund of the 
death tax is pending and none author
ized or, if any refund is pending or has 
been authorized, its amount and other 
pertinent information. See also sec
tion 2016 and 8 20.2016—1 for require
ments if foreign death taxes claimed as 
credit are subsequently recovered.

(b) The following information shall 
also be submitted wherever applicable:

(1) If any of the- property subjected 
to the foreign death tax was situated out
side of the country imposing the tax, 
the description of each item of such 
property and its value.

(2) If more than one inheritance or 
succession is involved with respect to 
which credit is claimed, or where the for
eign country, possession or political sub
division thereof imposes more than one 
kind of death tax, or where both the 
foreign country and a possession or 
political subdivision thereof each im
poses a death tax, a separate computa
tion with respect to each inheritance or 
succession tax.

(c) In addition to the information re
quired under paragraphs (a) and (b) of 
this section, the district director may re
quire the submission of any further 
proof deemed necessary to establish the 
right to the credit.

8 20.2014-6 Period of limitations on 
credit. The credit for foreign death 
taxes under section 2014 Is limited to 
those taxes which were actually paid and 
for which a credit was claimed within 
four years after the filing of the estate 
tax return for the decedent's estate. If, 
however, a petition has been filed with 
The Tax Court of the United States for 
the redetermination of a deficiency with-
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In the time prescribed in section 6213 
(a), the credit is limited to those taxes 
which were actually paid and for which 
a credit was claimed within four years 
after the filing of the return, or before 
the expiration of 60 days after the de
cision of the Tax Court becomes final, 
whichever period is longer. Similarly, 
if an extension of time has been granted 
under section 6161 for payment of the 
tax shown on the return, or of a defi
ciency, the credit is limited to those taxes 
which were actually paid and for which 
a credit was claimed within four years 
after the filing of the return, or before 
the date of the expiration of the period 
of the extension, whichever period is 
longer. See section 2015 for the appli
cable period of limitations for credit for 
foreign death taxes on reversionary or 
remainder interests if an election is made 
under section 6163 (a) to postpone pay
ment of the estate tax attributable to 
reversionary or remainder interests. If 
a claim for refund based on the credit for 
foreign death taxes is filed within the ap
plicable period described in this section, 
a refund may be made despite the gen
eral limitation provisions of sections 6511 
and 6512. Any refund based on the 
credit for foreign death taxes shall be 
made without interest.

§ 20.2015 Statutory provisions; credit 
for death taxes on remainders.

Sec. 2016. Credit for death taxes on re
mainders. Where an election is made under 
section 6163 (a) to postpone payment of the 
tax imposed by section 2001 or 2101, such 
part of any estate, inheritance, legacy, or 
succession taxes allowable as a credit under 
section 2011 or 2014, as is attributable to a 
reversionary or remainder interest may be 
allowed as a credit against the tax attribut
able to such interest, subject to the limita
tions on the amount of the credit contained 
in such sections, if such part is paid, and 
credit therefor claimed, at any tinie before 
the expiration of 60 days after the termina
tion of the precedent interest or interests in 
the property.

§ 20.2015-1 Credit for death taxes on 
remainders, (a) If the executor of an 
estate elects under section 6163 (a) to 
postpone the time for payment of any 
portion of the Federal estate tax attri
butable to a reversionary or remainder 
interest in property, credit is allowed un
der sections 2011 and 2014 against that 
portion of the Federal estate tax for 
State death taxes and foreign death 
taxes attributable to the reversionary or 
remainder interest if such State death 
taxes or foreign death taxes are paid and 
if credit therefor is claimed either—

(1) Within the time provided for in 
sections 2011 and 2014, or

(2) Within 60 days after the termina
tion of the preceding interest or interests 
in the property.
The allowance of credit, however, is sub- . 
ject to the other limitations contained in 
sections 2011 and 2014.

(b) In applying the rule stated in par
agraph (a) above, credit for State death 
taxes or foreign death taxes paid within 
the time provided in sections 2011 and 
2014 is applied first to the portion of the 
Federal estate tax payment of which is 
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not postponed, and any excess is applied 
to the balance of the Federal estate tax. 
However; credit for State death taxes or 
foreign death taxes not paid within the 
time provided in section 2011 or 2014 is 
allowable only against the portion of 
the Federal estate tax attributable to the 
reversionary or remainder interest, and 
only for State or foreign death taxes at
tributable to that interest. If a State 
death tax or a foreign death tax is im
posed upon both a reversionary or re
mainder interest and upon other prop
erty, without a definite apportionment of 
the tax, the amount of the tax deemed 
attributable to the reversionary or re
mainder interest is an amount which 
bears the same ratio to the total tax as 
the value of the reversionary or re
mainder interest bears to the value of 
the entire property with respect to which 
the tax was imposed. In applying this 
ratio, adjustments consistent with those 
required under § 20.6163-1 (c) shall be 
made.

(c) The application of this section may 
be illustrated by the following examples:

Example (1).. One-third of the Federal 
estate tax was attributable to a remainder 
interest in real property located in State 
Y, and two-thirds of the Federal estate tax 
was attributable to other property located 
in State X. The payment of the tax attrib
utable to the remainder interest was post
poned under the provisions of section 6163 
(a). The maximum credit allowable for 
State death taxes under the provisions of 
section 2011 is $12,000. Therefore, of the 
maximum credit allowable, $4,000 is attrib
utable to the remainder interest and $8,000 
is attributable to the other property. Within 
the 4-year period provided for in section 
2011, inheritance tax in the amount of $9,000 
was paid to State X in connection with the 
other property. With respect to this $9,000, 
$8,000 (the maximum amount allowable) is 
allowed as a credit against the Federal estate 
tax attributable to the other property, and 
$1,000 is allowed as a credit against the post
poned tax. After the expiration of the 4-year 
period but before expiration of 60 days after 
termination of the life estate or other preced
ent interest, inheritance tax in the amount 
of $5,000 was paid to State Y in connection 
with the remainder interest. As the maxi
mum credit allowable with respect to the 
remainder interest is $4,000 and $1,000 has 
already been allowed as a credit, an addi
tional $3,000 will be credited against the 
Federal estate tax attributable to the remain
der interest.

Example (2). The facts are the same as 
in example (1), except that within the 4- 
year period inheritance tax in the amount 
of $2,500 was paid to State Y with respect to 
the remainder interest and Inheritance tax 
in the amount of $7,500 was paid to State X 
with respect to the other property. The 
amount of $8,000 is allowed as a credit against 
the Federal estate tax attributable to the 
other property and the amount of $2,000 is 
allowed as a credit against the postponed 
tax. After the expiration of the 4-year pe
riod but before the expiration of 60 days 
after the termination of the life estate or 
other precedent interest, the estate pays ad
ditional inheritance taxes of $5,000 to State 
Y in connection with the remainder interest. 
Thus, additional credit will be allowed in 
the amount of $2,000 ($4,000, maximum 
credit allowable, less $2,000, credit previously 
allowed) against the Federal estate tax a t
tributable to the remainder Interest.

Example (3). The facts are the same as in 
example (2 ), except that no payment was 
made to State Y within the 4-year period.

The amount of $7,500 is allowed as a credit 
against the Federal estate tax attributable 

/to the other property. After termination of 
the life Interest additional credit will be 
allowed in the amount of $4,000 against the 
Federal estate tax attributable to the re
mainder interest. Since the payment of 
$5,000 was made to State Y following the 
expiration of the 4-year period, no part of the 
payment may be allowed as a credit against 
the Federal estate tax attributable to the 
other property.

§ 20.2016 Statutory provisions; recov
ery of taxes claimed as credit.

Sec. 2016. Recovery of taxes claimed as 
credit. If any tax claimed as a credit under 
section 2011 or 2014 is recovered from any 
foreign country, any State, any Territory 
or possession of the United States, or the 
District of Columbia, the executor, or any 
other person or persons recovering such 
amount, shall give notice of such recovery 
to the Secretary or his delegate at such time 
and in such manner as may be required by 
regulations prescribed by him, and the Sec
retary or his delegate shall (despite the pro
visions of section 6501) redetermine the 
amount of the tax under this chapter and 
the amount, if any, of the tax due on such 
redetermination, shall be paid by the execu
tor or such person or persons, as the case may 
be, on notice and demand. No interest shall 
be assessed or collected on any amount of 
tax due on any redetermination by the Sec
retary or his delegate, resulting from a refund 
to the executor of tax claimed as a credit 
under section 2014, for any period before the 
receipt of such refund, except to the extent 
interest was p4id by the foreign country on 
such refund.

§ 20.2016-1 Recovery of death taxes 
claimed as credit. In accordance with 
the provisions of section 2016, the execu
tor (or any other person) receiving a 
refund of any State death taxes or for
eign death taxes claimed as a credit 
under section 2011 or section 2014 shall 
notify the district director of the refund 
within 30 days of its receipt. The notice 
shall contain the following information:

(a) The name of the decedent;
(b) The date of decedent’s death;
(c) The property with respect to 

which the refund was made;
(d) The amount of the refund, exclu

sive of interest;
(e) The date of the refund; and
(f ) The name and address of the per

son receiving the refund.
If the refund was in connection with 
foreign death taxes claimed as a credit 
under section 2014, the notice shall also 
contain a statement showing the amount 
of interest, if any, paid by the foreign 
country on the refund. Finally, the per
son filing the notice shall furnish the 
district director such additional informa
tion as he may request. Any Federal 
estate tax found to be due by reason of 
the refund is payable by the person or 
persons receiving it, upon notice and 
demand, even though the refund is re
ceived after the expiration of the period 
of limitations set forth in section 6501 
(see section 6501 (c) (5)). If the tax 
found to be due results from a refund of 
foreign death tax claimed as a credit 
under section 2014, such tax shall not 
bear interest for any period before the 
receipt of the refund, except to the extent 
that interest was paid by thè foreign 
country on the refund.

-4
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Gross Estate
§ 20.2031 Statutory provisions; defi

nition of gross estate.
Sec. 2031. Definition of gross estate—(a) 

General. The value of the gross estate of the 
decedent shall be determined by including 
to the extent provided'for in this part, the 
value at the time of his death of all property, 
real or personal, tangible or intangible, wher
ever situated, except real property situated 
outside of the United States.

(b) Valuation of unlisted stock and securi
ties. In the case of stock and securities of a 
corporation the value of which, by reason of 
their not being listed on an exchange and by 
reason of the absence of sales thereof, cannot 
be determined with reference to bid and 
asked prices or with reference to sales prices, 
the value thereof shall be determined by tak
ing into consideration, in addition to all 
other factors, the value of stock or securities 
of corporations engaged in the same or a 
similar line of business which are listed on 
an exchange. 9

§ 20.2031-1 Definition of gross estate; 
valuation of property—(a) Definition of 
gross estate. The value of the gross 
estate of a decedent who was a citizen 
or resident of the United States at the 
time of his death is the total value of the 
interests described in sections 2033 
through 2044, other than real property 
situated outside of the United States (as 
defined in § 20.2001-1 (c)), valued as de
scribed in §1 20.2031-1 through 20.2031-9 
and § 20.2032-1. The contents of sections 
2033 through 2044 are in general as 
follows:

(1) Sections 2033 and 2034 are con
cerned mainly with interests in property 
passing through the decedent’s probate 
estate. Section 2033 includes in the 
decedent’s gross estate any interest that 
the decedent had in property at the time 
of his death. Section 2034 provides that 
any interest in the decedent’s property 
of his surviving spouse such as doWer or 
curtesy does not prevent the inclusion 
of-such property in the decedent’s gross 
estate.

(2) Sections 2035 through 2038 deal 
with interests in property transferred by 
the decedent during his life under such 
circumstances as to bring the interests 
within the decedent’s gross estate. Sec
tion 2035 includes in the decedent’s gross 
estate property transferred in contem
plation of death, even though the dece
dent had no interest in or control over 
the property at the time of his death. 
Section 2036 provides for the inclusion 
of transferred property with respect to 
which the decedent retained the income 
or the power to designate who shall en
joy the income. Section 2037 includes 
in the decedent’s gross estate certain 
transfers under which the beneficial en
joyment of the property could be ob
tained only by surviving the decedent. 
Section 2038 provides for the inclusion 
of transferred property if the decedent 
had at the time of his death the power 
to change the beneficial enjoyment of 
the property. It should be noted that 
there is considerable overlap in the ap
plication of sections 2036 through 2038 
with respect to reserved powers, so that 
transferred property may be includible 
in the decedent’s gross estate in varying 
degrees under more than one of these 
sections.

(3) Sections. 2039 through 2042 deal 
with special kinds of property and 
powers. Sections 2039 and 2040 concern 
annuities and jointly held property, re
spectively. Section 2041 deals with 
powers held by the decedent over the 
beneficial enjoyment of property not 
originating with the decedent. Section 
2042 concerns insurance under poliices 
on the life of the decedent.

(4) Section 2043 concerns the suffi
ciency of consideration for transfers 
made by the decedent during his life. 
This has a bearing on the amount to be 
included in the decedent’s gross estate 
under sections 2035 through 2038, and 
2041. Section 2044 deals with retro
activity.

(b) Valuation of property in general. 
The value of every item of property in
cludible in a decedent’s gross estate 
under sections 2031 through 2044 is its 
fair market value at the time of the 
decedent’s death, except that if the exec
utor elects the alternate valuation 
method under section 2032, it is the fair 
market value thereof at the date and 
with the adjustments prescribed in that 
section. The fair market value is the 
price at which the property would 
change hands between a willing buyer 
and a willing seller, neither being under 
any compulsion to buy or to sell and 
both having reasonable knowledge of 
relevant facts. The fair market value of 
a particular item of property includible 
in the decedent’s gross estate is not to 
be determined by a forced sale price. 
The value is generally t$, be determined 
by ascertaining as a basis the fair mar
ket value as of the applicable valuation 
date of each unit of the property. For 
example, in the case of shares of stock 
or bonds, such unit of property is gen
erally a share of stock or a bond. Live
stock, farm machinery, harvested and 
growing crops must generally be item
ized and the value of each item sepa
rately returned. Property shall not be 
returned at the value at which it is 
assessed for local tax purposes unless 
that value represents the fair market 
value thereof as of the applicable valua
tion date. All relevant facts and ele
ments of value as of the applicable 
valuation date shall be considered in 
every case.

§ 20.2031-2 Valuation of stocks and 
bonds—(a) In general. The value of 
stocks and bonds is the fair market value 
per share or bond on the applicable valu
ation date.

(b) Based on selling prices. If there 
is a market for stocks or bonds, on a 
stock exchange, in an over-the-counter 
market, or otherwise, the mean between 
the highest and lowest quoted selling 
prices on the valuation date is the fair 
market value per share or bond. If 
there were no sales on the valuation date, 
but there were sales on dates within a 
reasonable period both before and after 
the valuation date, the fair market value 
is determined by taking a weighted aver
age of the means between the highest 
and lowest sales on the nearest date be
fore and the nearest date after the valua
tion date. The average is to be weighted 
inversely by the respective numbers of 
trading days between the selling dates

and the valuation date. For example, 
assume that sales of stock nearest the 
valuation date (Friday, June 15) oc
curred two trading days before (Wednes
day, June 13) and three trading days 
after (Wednesday, June 20) and that on 
these days the mean sale prices per 
share were $10 and $15, respectively. 
The price of $12 is taken as representing 
the fair market value of a share of 
the stock as of the valuation date 
/(3X10) +  (2X15)\f --------- ----------j. if, instead, the mean
sale prices per share on June 13 and 
June 20 were $15 and $10, respec
tively, the price of $13 is taken as 
representing the fair market value
i ---------0---------)• If stocks or bonds
are listed on more than one exchange, 
the records of the exchange where the 
stocks or bonds are principally dealt in 
should be employed. In valuing listed 
securities, the executor should be careful 
to consult accurate records to obtain 
values as of the applicable valuation 
date. If quotations of unlisted securities 
are obtained from brokers, or evidence as 
to their sale is obtained from officers of 
the issuing companies, the executor 
should preserve in his files the letters 
furnishing such quotations or other evi
dence of sale for inspection when the 
return is verified by an investigating 
officer.

(c) Based on bid and asked prices. If 
the provisions of paragraph (b) of this 
section are inapplicable because actual 
sales are not available during a reason
able period beginning before and ending 
after the valuation date, the fair market 
value may be determined by taking the 
mean between the bona fide bid and 
asked prices on the valuation date, or 
if none, by taking a weighted average 
between the bona fide bid and asked 
prices on the nearest trading date before 
and the nearest trading date after the 
valuation date, if both such nearest dates 
are within a reasonable period. The 
average is to be determined in the man
ner described in paragraph (b) of this 
section.

(d) Based on incomplete selling prices 
or bid and asked prices. If the provi
sions of paragraphs (b) and (c) of this 
section are inapplicable because no ac
tual sale prices or bona fide bid and 
asked prices are available on a date 
within a reasonable period before the val
uation date, but such prices are available 
on a date within a reasonable period 
after the valuation date, or vice versa, 
then the mean between such highest and 
lowest available sale prices or bid and 
asked prices may be taken as the value.

(e) Where selling prices or bid and 
asked prices do not reflect fair market 
value. If it is established that the value 
of any bond or share of stock determined 
on the basis of selling or bid and asked 
prices as provided under paragraphs 
(b), (c), and (d) of this section does 
not reflect the fair market value thereof, 
then some reasonable modification of 
that basis or other relevant facts and 
elements of value are considered in de
termining the fair market value. For 
example, the size of the block of secu
rities to be valued in relation to the numr
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bers of shares changing hands in sales 
is relevant in determining whether or 
not selling prices reflect fair market 
value. Thus, if the block is so large 
in relation to the existing market that 
it could not be liquidated in a reason
able time without depressing the market, 
the price at which the block could be 
sold as such outside the usual market, 
as through an underwriter, may be a 
more accurate indication of the value 
than market quotations. On the other 
hand, if the block to be valued represents 
a controlling interest in a going business, 
the price a t which small lots change 
hands may have little relation to its 
true value.

(f) Where selling prices or hid and 
asked prices are unavailable. If the pro
visions of paragraphs (b), (c), and (d) 
of this section are inapplicable because 
actual sale prices and bona fide bid and 
asked prices are lacking, then the fair 
market value is to be determined by 
taking the following factors into consid
eration:

(1) In the case of corporate or other 
bonds, the soundness of the security, the 
interest yield, the daté of maturity, and 
other relevant factors; and

(2) In the case of shares of stock, the 
company’s net worth, prospective earn
ing power and dividend-paying capacity, 
and other relevant factors.
Some of the “other relevant factors” re
ferred to in subparagraphs (1) and (2) 
of this paragraph are: the good will of 
the business ; the economic outlook in the 
particular industry; the company’s 
position in the industry and its manage
ment; and the values of securities of 
corporations engaged in the same or 
similar lines of business which are listed 
on a stock exchange. However, the 
weight to be accorded such comparisons 
or any other evidentiary factors con
sidered in the determination of a value 
depends upon the facts of each case. 
Complete financial and other data upon 
which the valuation is based should be 
submitted with the return, including 
copies of reports in any case in which ex
aminations of the company have been 
made by accountants, engineers, or any 
technical experts as of or near the 
applicable valuation date.

(g) Pledged securities. The full value 
of securities pledged to secure an in
debtedness of the decedent is included in 
the gross estate. If the decedent had a 
trading account with a broker, all securi
ties belonging to the decedent and held 
by the broker at the date of death must 
be included at their fair market value as 
of the applicable valuation date. Se
curities purchased on margin for the 
decedent’s account and held by a broker 
must also be returned at their fair mar
ket value as of the applicable valuation 
date. The amount of the decedent’s in
debtedness to a broker or other person 
with whom securities were pledged is 
allowed as a deduction from the gross 
estate in accordance with the provisions 
of §§ 20.2053-1 and 20.2106-1.

<h) Securities subject to an option or 
contract to purchase. Another person 
biay hold an option or a contract to pur
chase securities owned by a decedent at 
tbe time of his death. The effect, if

any, that is given to the option or con
tract price in determining the value of 
the securities for estate tax purposes 
depends upon the circumstances of the 
particular jcase. Ordinarily, no effect 
will be given to an option or contract 
under which the decedent is free to dis
pose of the underlying securities a t any 
price he chooses during his life. 'Such 
is the effect of an option or contract to 
purchase whatever shares of stock the 
decedent may own at the time of his 
death, or an agreement amounting only 
to a right of first refusal during the de
cedent’s life. Even though the dece
dent’s right to dispose of the underlying 
securities during his life is restricted, if 
full and adequate consideration in 
money or money’s worth was not given 
for the option or contract, the option or 
contract price will be disregarded in 
determining the value of the securities. 
An agreement will ordinarily be pre
sumed to have been entered into for full 
and adequate consideration in money or 
money’s worth if it was arrived at as a 
result of arm’s length bargaining be
tween strangers. However, this pre
sumption does not apply if the agree
ment is entered into by the decedent and 
those who are, directly or indirectly, the 
natural objects of his bounty, as for 
example, an agreement entered into by 
the decedent and a corporation con
trolled by the decedent and his family.

§ 20.2031-3 Valuation of interests in 
businesses. The fair market value of any 
interest of a decedent in a business, 
whether a partnership or a proprietor
ship, is a net value equal to the amount 
which a willing purchaser whether an 
individual or a corporation, would pay 
for the interest to a willing seller, neither 
being under any compulsion to buy or 
to sell. The net value shall be deter
mined on the basis of all relevant factors 
including—

(a) A fair appraisal as of the appli
cable valuation date of all the assets of 
the business, tangible and intangible, in
cluding good will;

(b) The demonstrated earning ca
pacity of the business; and

(c) The other factors set forth in 
§ 20.2031-2 (f) and (h) relating to the 
valuation of corporate stock, to the ex
tent applicable.
Special attention should be given to de
termining an adequate value of the good 
will of the business in all cases in which 
the decedent has not agreed, for an ade
quate and full consideration in money or 
money’s worth, that his interest passes 
at his death to his surviving partner or 
partners. Complete financial and other 
data upon which the valuation is based 
should be submitted with the return, in
cluding copies of reports in any case in 
which examinations of the business have 
been made by accountants, engineers, or 
any technical experts as of or near the 
applicable valuation date.

§ 20.2031-4 Valuation of notes. The 
fair market value of notes, secured or un
secured, is presumed to be the amount of 
unpaid principal, plus interest, unless 
the executor establishes that the value 
is lower or that the notes are worthless. 
However, items of interest shall be sep

arately stated on the estate tax return. 
If not returned a t face value, plus ac
crued interest, satisfactory evidence 
must be submitted that the note is worth 
less than the unpaid amount (because of 
the interest rate, date of maturity, or 
other cause), or that the note is uncol
lectible, either in whole or in part (by 
reason of the insolvency of the party or 
parties liable, or for other cause), and 
that any property pledged or mortgaged 
as security is insufficient to satisfy thfe 
obligation.

§ 20.2031-5 Valuation of cash on hand 
or on deposit. The amount of cash be
longing to the decedent at the date of his 
death, whether in his possession or in 
the possession of another, or deposited 
with a bank, is included in the decedent’s 
gross estate. If bank checks outstanding 
at the time of the decedent’s death and 
given in discharge of bona fide, legal 
obligations of the decedent incurred for 
an adequate and full consideration in 
money or money’s worth are subse
quently honored by the bank and 
charged to the decedent’s account, the 
balance remaining in the account may 
be returned, but only if the obligations 
are not claimed as deductions from the 
gross-estate.

§ 20.2031-6 Valuation of household 
and personal effects—(a) General rule. 
The fair market value of the decedent’s 
household and personal effects is the 
price which a willing buyer would pay 
to a willing seller, neither being under 
any compulsion to buy or to sell. A 
room by room itemization of household 
and personal effects is desirable. All 
the articles should be named specifically, 
except that a number of articles con
tained in the same room, none of which 
has a value in excess of $50, may be 
grouped. A separate value should be 
given for each article named. In lieu of 
an itemized list, the executor may fur
nish a written statement containing a 
declaration that it is made under penal
ties of perjury setting forth the aggre
gate value as appraised by a competent 
appraiser or by appraisers of recognized 
standing and ability, or by a dealer or 
dealers in the class of personalty in
volved.

(b) Special rule in cases involving a 
substantial amount of valuable articles. 
Notwithstanding the provisions of para
graph (a) of this section, if there are 
included among the household and per
sonal effects articles having marked 
artistic or intrinsic value of a total value 
in excess of $2,000 (e. g., jewelry, silver
ware, paintings, etchings, engravings, 
antiques, books, statuary, vases, oriental 
rugs, coin or stamp collections), the ap
praisal of an expert or experts, under 
oath, should be filed with the return. 
The appraisal should be accompanied by 
a written statement of the executor con
taining a declaration that it is made un
der the penalties of perjury as to the 
completeness of the itemized list of such 
property and as to the disinterested char
acter and the qualifications of the ap
praiser or appraisers.

(c) Disposition of household effects * 
prior to investigation. If it is desired to 
effect distribution or sale of any portion 
of the household or personal effects of
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the decedent In advance of an investi
gation by an officer of the Internal Rev
enue Service, information to that effect 
shall be given to the district director. 
The statement to the district director 
shall be accompanied by a verified ap
praisal of such property and by a written 
statement of the executor containing a 
declaration that it is made under the 
penalties of perjury regarding the com
pleteness of the list of such property and 
the qualifications of the appraiser, as 
heretofore described. If a personal in
spection by an officer of the Internal 
Revenue Service is not deemed necessary, 
the executor will be so advised. This 
procedure is designed to facilitate dis
position of such property and to obviate 
future expense and inconvenience to the 
estate by affording the district director 
an opportunity to make an investiga
tion should one be deemed necessary 
prior to sale or distribution.

(d) Additional rules if an appraisal 
involved. If, pursuant to paragraphs 
(a ), (b), and (c) of this section, expert 
appraisers are employed, care should be 
taken to see that they are reputable and 
of recognized competency to appraise the 
particular class of property involved. In 
the appraisal, books in sets by standard 
authors should be listed in separate 
groups. In  listing paintings having 
artistic value, the size, subject, and 
artist’s name should be stated. In the 
case of oriental rugs, the size, make, and 
general condition should, be given. Sets 
of silverware should be listed in separate 
groups. Groups or individual pieces of 
silverware should be weighed and the 
weights given in troy ounces. In arriving 
a t the value of silverware, the appraisers 
should take into consideration its antiq
uity, utility, desirability, condition, and 
obsolescence.

§ 20.2031-7 Valuation of annuities, 
life estates, terms for years, remainders 
and reversions—(a) In general. (1) The 
fair market value of annuities, life es
tates, terms for years, remainders and 
reversions is their present value, deter
mined under this section, except in the 
case of annuities under contracts issued 
by companies regularly engaged in their 
sale. The valuation of such commercial 
annuity contracts, and of Insurance pol
icies on the lives of persons other than 
the decedent, is determined u n d e r  
§ 20.2031-8. (See § 20.2042-1 with re
spect to insurance policies on the dece
dent’s life.)

(2) The present value of an annuity, 
life estate, remainder or reversion de
termined under this section which is 
dependent on the continuation or ter
mination of the life of one person is 
computed by the use of Table I in para-'’ 
graph (f) of this section. The present 
value of an annuity, term for years, re
mainder or reversion dependent on a 
term certain is computed by the use of 
Table n  in paragraph (f) of this section. 
If the  interest to be valued is dependent 
upon more than one life or there is a  
term certain concurrent with one or more 
lives, see paragraph (e) of this section. 
For purposes of the computations de
scribed in this section, the age of a per
son is to be taken as the age of that 
person at his nearest birthday.
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(b) Annuities—(1) Payable annually 
at end of year. If an annuity is payable 
annually a t the end of each year during 
the life of an individual (as for example 
if the first payment is due one year after 
decedent’s death), the amount payable 
annually is multiplied by the figure in 
column 2 of Table I  opposite the number 
of years in column 1 nearest the age of 
the individual whose life measures the 
duration of the annuity. If the annuity 
is payable annually at the end of each 
year for a definite number of years, the 
amount payable annually is multiplied 
by the figure in column 2 of Table II 
opposite the number of years in column 
1 representing the duration of the 
annuity. The application of this sub- 
paragraph may be illustrated by the 
following examples:

Example (1). The decedent received, under 
the terms of his father’s will an annuity of 
$10,000 a year payable annually for the life 
of his elder brother. At the time he died, 
an annual payment had just been made. 
The brother at the decedent’s death was 40 
years 8 months old. By reference to  Table I, 
the figure in column 2 opposite 41 years, the 
number nearest to the brother’s actual âge, 
Is found to be 17.6853. The present value of 
the annuity at the date of tne decedent’s 
death is, therefore, $176,853 ($10,000 X
17.6853).

Example (2). The decedent was entitled 
to receive an annuity of $10,000 a year pay
able annually throughout a term certain. 
At the time he died, an annual payment had 
Just been made and five more annual pay
ments were still to be made. By reference 
to Table n , it is found that the figure in 
column 2 opposite 5 years is 4.5151. The 
present value of the annuity is, therefore, 
$45,151 ($10,000X4.5151).

(2) Payable at the end of semiannual, 
quarterly, monthly, or weekly periods. 
If an annuity is payable at the end of 
semiannual, quarterly, m o n t h l y ,  or 
weekly periods during the life of an 
individual (as for example if the first 
payment is due one month after the 
decedent’s death), the aggregate amount 
to be paid within a year is first multiplied 
by the figure in column 2 of Table I 
opposite the number of years in column 1 
nearest the age of the individual whose 
life measures the duration of the annu
ity. The product so obtained is then 
multiplied by whichever of the following 
factors is appropriate:

1.0087 for semiannual payments,
1.0130 for quarterly payments,
1.0159 for monthly payments, and
1.0171 for weekly payments.

If the annuity is payable at the end of 
semiannual, quarterly, m o n t h l y ,  or 
weekly periods for a definite number of 
years, the aggregate amount to be paid 
within a year is first multiplied by the 
figure in column 2 of Table n  opposite 
the number of years in column 1 repre
senting the duration of the annuity. The 
product so obtained is then multiplied 
by whichever of the above factors is ap
propriate. The application of this para
graph may be illustrated by the following 
example:

Example. The facts are the same as those 
contained in example (1) set forth in  sub- 
paragraph (1) of this paragraph, except that 
the annuity is payable semiannually. The 
aggregate annual amount, $10,000, is multi
plied by the factor 17.6853, and the product

multiplied by 1.0087. The present value of 
the annuity at the date of the decedent’s 
death is, therefore, $178,391.62 ($10,000 X 
17.6853X1.0087).

(3) Payable at the beginning of an
nual, semiannual, quarterly, monthly, or 
weekly periods, (i) If the first payment 
of an annuity for the life of an indi
vidual is due at the beginning of the 
annual or other payment period rather 
than at the end (as for example if the 
first payment is to be made immediately 
after the decedent’s death), the value of 
the annuity is the sum of (a) the first 
payment plus (b) the present value of 
a similar annuity, the first payment of 
which is not to be made until the end 
of the payment period, determined as 
provided in subparagraph (1) or (2) of 
this paragraph. The application of this 
subdivision may be illustrated by the 
following example:

Example. The decedent was entitled to 
receive an annuity of $50 a month during 
the life of another. The decedent died on 
a day the payment was due. At the date of 
the decedent’s death, the person whose life 
measures the duration of the annuity was 
60 years of age. The value of the annuity 
a t the date of the decedent’s death is $50 
plus the product of $50X12X14.8486 (see 
Table I) x 1.0159 (see subparagraph (2) of 
this paragraph), or $9,100.82.

(ii) If the first payment of an annuity 
for a definite number of years is due at 
the beginning of the annual or other 
payment period, the applicable factor 
is the product of the factor shown in 
Table II multiplied by whichever of the 
following factors is appropriate:

1.0350 for annual payments,
1.0262 for semiannual payments,
1.0218 for quarterly payments,
1.0189 for monthly payments, and
1.0177 for weekly payments.

The application of this subdivision may 
be illustrated by the following example:

Example. The decedent was the benefi
ciary of an annuity of $50 a month. On 
the day a payment was due, the decedent 
died. There were 800 payments to be made, 
Including the payment due. The value of 
the annuity as of the date of decedent’s 
death is the product of $50 x 12 x 16.4815 (see 
Table II) X 1.0189, or $10,075.80.

(c) Life estates and terms for years. 
If the interest to be valued is the right 
of a person for his life, or for the life 
of another person, to receive the income 
of certain property or to use nonincome- 
producing property, the value of the in
terest is the value of the property mul
tiplied by the figure in column 3 of Table 
I  opposite the number of years nearest 
to the actual age of the measuring life. 
If the interest to be valued is the right 
to receive Income of property or to use 
nonincome-producing property for a 
term of years, column 3 of Table II is 
used. The application of this paragraph 
may be illustrated by the following ex
ample:

Example. The decedent or his estate was 
entitled to receive the income from a fund 
of $50,000 during the life of his elder brother. 
Upon the brother’s death, the remainder is 
to go to X. The brother was 81 years 6 
months old at the time of decedent’s death. 
By reference to Table I, the figure in column 
8 opposite 31 years is found to be 0.71068.
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The present value of decedent’s Interest is, 
therefore, $35,534 ($50,000 X 0.71068).

(d) Remainders or reversionary inter
ests. If a decedent had, at-the time of 
his death, a remainder or a reversionary 
interest in property to take effect after 
an estate for the life of another, the 
present value of his interest is obtained 
by multiplying the value of the property 
by the figure in column 4 of Table I op
posite the number of years nearest to 
the actual age of the person whose life 
measures the preceding estate. If the 
remainder or reversion is to take effect 
at the end of a term for years, column 4 
of Table II is used. The application of 
this paragraph may be illustrated by the 
following example:

Example. The decedent was entitled to 
receive certain property worth. $50,000 upon 
the death of his elder brother, to whom the 
income was bequeathed for life. At the.time^ 
of the decedent’s death, the elder brother 
was 31 years 5 months old. By reference to 
Table I, the figure in column 4 opposite 31 
years is found to be 0.28932. The present 
value of the remainder interest at the date 
of decedent’s death is, therefore, $14,466 
($50,000 X 0.28932).

(e) Actuarial computations by the In
ternal Revenue Service. If the valuation 
of the interest involved is dependent 
upon the continuation or the termination 
of more than one life or upon a term 
certain concurrent with one orjnore lives, 
a special factor must be used. tThe factor 
is to be computed upon the basis of the 
Makehamized mortality table appearing 
as Table 38 of United States Life Tables 
and Actuarial Tables 1939-1941, pub
lished by the United States Department 
of Commerce, Bureau of Census, and in
terest at the rate of 3x/2 percent a year, 
compounded annually. Many such 
factors may be found in, or readily com
puted with the use of the tables contained 
in, a pamphlet entitledi “Actuarial 
Values for Estate and Gift Tax.” This 
pamphlet may be purchased from the 
Superintendent of Documents, United 
S t a t e s  Government Printing Office, 
Washington 25, D. C. However, if a spe
cial factor is required in the case of an 
actual decedent, the Commissioner will 
furnish the factor upon request. The 
request must be accompanied by a state
ment of the date of birth of each person, 
the duration of whose life may affect the 
value of the interest, and by copies of the 
relevant instruments.

(f) The following tables shall be used 
in the application of the provisions of this 
section:

Table I
TABLE, SINGLE LIFE, 3M PERCENT, SHOWING THE PRES

ENT WORTH OF AN ANNUITY, OR A LIFE INTEREST, AND
OF A REMAINDER INTEREST

Table I—Continued
TABLE, SINGLE LIFE, 8M PERCENT, SHOWING THE PRES» 

ENT WORTH OF AN ANNUITY, OB A LIFE INTEREST, ANO 
OF A REMAINDER INTEREST—C o n tin u e d

(1)

Age

(2)

Annuity

(3)

Life
estate

(4)

Remainder

0........ 23.9685 0.83890 0.16110
1........ 24.9035 '. 87162 .12838
2........ 24.8920 .87122 .12878
3......... 24. 8246 .86886 * .131144__T:_ 24.7378 . 86582 .13418

24.6392 .86237 .13763
6___ 24.5326 . 85864 .14136
7........ 24.4188 .85466 .14534

(1) (2) (8) (4)

Age Annuity
Life

estate Remainder

fi . . __________ 24.2982 0.85044 0.1495«
Q . . ________ 24.1713 .84600 .15400
in __________ 24.0387 .84135 .15865
h  , ___________ 23.9008 .83653 .16347
i2 ___ : _______ 23.7600 .83160 .16840
13 i , _____ - _____ 23.6161 .82656 .17344
14 _____ 23.4693 .82143 .17857
IS ______ 23.3194 .81618 .18382
16 __________ 23.1665 .81083 .18917
17 , ____________ 23.0103 .80536 .19464
18 ...........  . _ 22.8511 .79979 .20021
IQ 22.6870 .79404 .20596
2ft , 22.5179 .78813 .21187
21 __  ________ 22.3438 . .78203 .21797
22 _____  . 22.1646 .77576 .22424
23 . ____________ 21.9801 .76930 .23070
24................................ 21.7902 .76266 .23734
26................................ 21. 5950 .75582 .24418

"2« __ _____ 21.3942 1 .74880 .25120
27................................ 21.1878 .74157 .25843
28 , , ________ 20.9769 .73416 .26584
29................................... 20.7581 .72653 .27347
3ft _______ 20.5345 .71871 .28129
31.................................... 20.3052 .71068 .28932
32................................ 20.0699 . 70245 .29755
33 _ .......... 19.8288 .69401 .30599
3A . _____ 19.5816 .68536 .31464
3S _______ 19.3285 .67650 .32350
3fi _______ 19.0695 .66743 .33257
37 ________ 18.8044 .65815 .34185
38.................................... 18; 5334 . 64867 .35133
39................................... 18.2566 .63898 .36102
40.................................... 17.9738 .62908 .37092
41................................ 17.6853 .61899 .38101
42.................................... 17.3911 .60869 .39131
43.......................- .......... 17.0913 .59820 .40180
4 4 .................................. 16.7860 .58751 .41249
45.................................... 16.4754 .57664 .42336
46.................................... 16.1596 .56559 ,  .43441
47................................... 15.8388 . 55436 .44564
48-.................................. 15. 5133 .54297 .45703
49................................... 15.1831 . 53141 .46859
50................................... 14.8486 .51970 .48030
61................................ 14. 5101 .50785 .49215
52................................ 14.1678 .49587 .50413
S3 . _______ 13.8221 .48377 .51623
54................................ 13.4734 .47157 .52843
5 5 .,................................ 13.1218 .45926 .54074
66.................................... 12.7679 .44688 .55312
67................................... 12.4120 .43442 .56558
58................................... 12.0546 .42191 .57809
59.................................... 11.6960 .40936 .59064
60.................................... 11.3369 .39679 .60321
fil _ — 10.9776 .38422 .61578 .
62 ................... ........... 10.6186 .37165 .62835'
6 3 - . . '............................ 10.2604 .35911 .64089
64................................ 9.9036 .34663 .65337
65................................... ■ 9.5486 .33420 .66580
66................................ 9.1960 .32186 .67814
67.................................... 8.8464 .30962 .69038
68.............. - ................. 8.6001 .29750 .70250
69................................. 8.1578 .28552 .71448
7ft _______ 7.8200 .27370 .72630
7Í................................. 7.4871 .26205 .73795
72...... .......................... - 7.1597 .25059 .74941
73 , ...._____ 6.8382 .23934 .76066
74 . ______ 6.5231 .22831 .77169
75 . ____ ___ 6.2148 .21752 .78248
76.................................... 5.9137 .20698 .79302
77 ____  — 5.6201 . 19670 .80330
78 ................................. 5.3345 . .18671 .81329
79.................................... 5.0572 .17700 .82300
80.................................... 4.7884 . 16759 .83241
81.................................... 4.5283 .15849 .8415182 . ______ 4,2771 .14970 .85030
83................................. 4.0351 . 14123 .85877
84................................ 3.8023 . 13308 •  .86692
85 ___ 3. 5789 .12526 .87474
86................................. 3.3648 . 11777 .88223
87 _________ 3.1601 .11060 .88940
88 ......................... . 2.9648 . 10377 .89623
89 .............................. 2.7788 .09726 .90274
9 0 . . . . .......................... 2.6019 .09107 .90893
91................................ 2.4342 .08520 .91480
Q2 . . : 2.2754 .07964 .92036
03 2.1254 . 07439 .92561
04 ............. 1.9839 .06944 .93056
05 _ _ _ _ _ 1. 8507 .06477 .93523
Ofi ...... _ . 1.7256 .06040 .93960
07 _ . _ 1.6082 .05629 .94371
08 . ___ 1.4982 .05244 .94756
OQ . 1.3949 .04882 .95118
Iftft . _ _ 1.2973 .04541 .95459101 __ 1.2033 .04212 .957881ft2_____  _ 1.1078 .03877 .96123
ins _ ___ .9973 .03491 .96509
1ft4 ... .8318 .02911 .97089
ins .4831 . 01691 .98309

Table n
SABLE SHOWING THE PRESENT WORTH AT 8M PERCENT OF 

AN ANNUITY FOR A TERM CERTAIN, AND OF A REMAINDER
In t e r e s t  p o s t p o n e d  f o b  a  t e r m  c e r t a in

a )
Number of year*

(2)
Annuity

(3)
Term
certain

(4)
Remainder

1. . . . .............................. 0.9682 0.033816 0.966184
1.8997 .066489 .933511
2.8016 .098057 .901943
3.6731 .128558 .871442
4.5151 .158027 .841973
6.3286 .186499 .813501

7.................................. 6.1145 .214009 .785991
6.8740 .240588 .759412

9.................................. 7.6077 .266269 .733731
10................................. 8.3166 .291081 .708919
11................................. 9.001« .315054 .684946
12................................ 9.6633 .338217 .661783
13.............. -................ 10.3027 .360596 .639404
14................................ 10.9205 .382218 .617782
15................................ 11.5174 .403109 .596891
16................................ 12.0941 .423294 .576706
17................................ 12.6513 .442796 .557204
18................................ 13.1897 .461639 .538361
19................................ 13.7098 .479844 .520156
20................................ 14.2124 .497434 .502566
21................................ 14.6980 .514429 .485571
22................................ 15.1671 .530849 .469151
23.J............................. 15.6204 .546714 .453286
24................................ 16.0584 .562043 .437957
25................................ 16.4815 .576853 .423147
26................................ 16.8904 • .591162 .408838
27................................ 17.2854 .604988 .395012
28................................ 17.6670 .618346 .381654
29................................ 18.0358 .631252 .368748
30................................. 18.3920 .643722 .356278

§ 20.2031-8 Valuation of certain life 
insurance and annuity contracts, (a) 
The value of a contract for the payment 
of an annuity, or an insurance policy on 
the life of a person other than the dece
dent, issued by a company regularly en
gaged in the selling of contracts of that 
character is established through the sale 
by that company of comparable con
tracts. An annuity payable under a 
combination annuity contract and life 
insurance policy on the decedent’s life 
(e. g., a “retirement income” policy with 
death benefit) under which there was 
no insurance element at the time of the 
decedent’s death (see § 20.2039-1 (d)) is 
treated like a contract for the payment 
of an annuity for purposes of this section.

(b) As valuation through sale of com
parable contracts is not readily ascer
tainable when, at the date of the dece
dent’s death, the contract has been in 
force for some time and further premium 
payments are to be made, the value may 
be approximated by adding to the inter
polated terminal reserve at the date of 
the decedent’s death the proportionate 
part of the gross premium last paid be
fore the date of the decedent’s death 
which covers the period extending be
yond that date. If, however, because of 
the unusual nature of the contract such 
an approximation is not reasonably 
close to the full value of the contract, 
this method may not be used. The ap
plication of this paragraph may be illus
trated by the following examples. In 
each case involving an insurance con
tract, it is assumed that there are no 
accrued dividends or outstanding indebt
edness on the contract.

Example (1). X purchased from á life 
Insurance company a single payment annu
ity contract by the terms of which he was 
entitled to receive payments of $1,200 annu
ally for the duration of his wife’s life. Five 
years after such purchase, when his wife
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was 50 years of age, X died. The value of the 
annuity contract at the date of X’s death is 
the amount which the company would charge 
for an annuity providing for the payment 
of $1,200 annually for the life of a  person 
50 years of age.

Example (2). Y died holding the incidents 
of ownership in a life insurance policy on 
the life of his wife. The policy was one on 
which no further payments were to he made 
to the company (e. g., a single premium 
policy or a paid-up policy). The value of 
the insurance policy at the date of Y’s death 
is the amount which the company would 
charge for a single premium contract of the 
same specified amount on the life of a person 
of the age of the insured.

Example (3). Z died holding the incidents 
of ownership in a life insurance policy on 
the life of his wife. The policy was an 
ordinary life policy issued nine years and 
four months prior to Z’s death and at a time 
when Z’s wife was 35 years of age. The gross 
annual premium is $2,811 and the decedent 
died four months after the last premium 
due date. The value of the insurance policy 
at the date of Z’s death Is computed as 
follows:
Terminal reserve at end of tenth

year________ .______________$14,601. 00
Terminal reserve a t end of ninth 

year______________________ _ 12, 965. 00

Increase___.____________  1,636.00
One-third of such increase (Z 

having died four months fol
lowing the last preceding pre
mium due date) is________ - 545.33

Terminal reserve at end of ninth 
year___ _________________ _ 12, 965. 00

Interpolated terminal reserve at
date of Z’s death___ ________ 13, 510. 33

Two-thirds of gross premium
( 2/3 x  $2,811)_______________  1,874.00

Value of the Insurance 
policy________________ 15,384. 33

§ 20.2031-9 Valuation of other prop
erty. The valuation of any property not 
specifically described in §§ 20.2031-2 to 
20.2031-8, inclusive, is made in accord
ance with the general principles set forth 
in § 20.2031-1.

§ 20.2032 Statutory provisions; alter
nate valuation.

Sec. 2032. Alternate valuation—(a) Gen
eral. The value of the gross estate may be 
determined, if the executor so elects, by 
valuing all the property Included in the 
gross estate as follows:

(1) In the case of property distributed, 
sold, exchanged, or otherwise disposed of, 
within 1 year after the decedent’s death 
such property shall be valued as of the date 
of distribution, sale, exchange, or other 
disposition.

(2) In the case of property not distributed, 
sold, exchanged, or otherwise disposed of, 
within 1 year after the decedent’s death such 
property shall be valued as of the date 1 
year after the decedent’s death.

(3) Any interest or estate which is affected 
by mere lapse of time shall, be included at 
Its value as of the time of death (instead of 
the later date) with adjustment for any 
difference in its value as of the later date 
not due to mere lapse of time.

(b) Special rules. No deduction under 
this chapter of any item shall be allowed if 
allowance for such item is in effect given by 
the alternate valuation provided by this sec
tion. Wherever in any other subsection or 
section of this chapter reference is made 
to the value of property at the time of the 
decedent’s death, such reference shall be 
deemed to refer to the value of such property 
used in determining the value of the gross

estate. In case of an election made by the 
executor under this section, then—

(1) For purposes of the charitable deduc
tion under section 2055 or 2106 (a) (2), any 
bequest, legacy, devise, or transfer enum
erated therein, and

(2) For the purpose of the marital de
duction under section 2056, any interest in 
property passing to the surviving spouse,

• shall be valued as of the date of the dece
dent’s death with adjustment for any differ
ence in value (not due to mere lapse of time 
or the occurrence or nonoccurrence of a 
contingency) of the property as of the date 
1 year after the decedent’s death (sub
stituting, in the case of property distributed 
by the executor or trustee, or sold, exchanged, 
or otherwise disposed of, during such 1-year 
period, the date thereof).

(c) Time of election. The election pro
vided for in this section shall be exercised 
by the executor on his return if filed within 
the time prescribed by law or before the ex
piration of any extension of time granted 
pursuant to law for the filing of the return.

§ 20.2032-1 Alternate valuation—(a) 
In general. In general, section 2032 pro
vides for the valuation of a decedent’s 
gross estate at a date other than the date 
of the decedent’s death. More specifi
cally, if an executor elects the alternate 
valuation method under section 2032, the 
property included in the decedent’s gross 
estate on the date of his death is valued 
as of whichever of the following dates 
is applicable:

(1) Any property distributed, sold, ex
changed, or otherwise disposed of within 
one year after the decedent’s death is 
valued as of the date on which it is first 
distributed, sold, exchanged, or otherwise 
disposed of;

(2) Any property not distributed, sold, 
exchanged, or otherwise disposed of 
within one year after the decedent’s 
death is valued as of the date one year 
after the date of the decedent’s death;

(3) Any property, interest, or estate 
which is affected by mere lapse of time is 
valued as of the date of the decedent’s 
death, but adjusted for any difference 
in its value not due to mere lapse of time, 
as of the date one year after the dece
dent’s death, or as of the date of its 
distribution, sale, exchange, or other dis
position, whichever date first occurs.

(b) Method and effect of election. (1) 
While it is the purpose of section 2032 to 
permit a reduction in the amount of tax 
that would otherwise be payable if the 
gross estate has suffered a shrinkage in 
its aggregate value in the year following 
the decedent’s death, the alternate valu
ation uaethod is not automatic but must 
be elected. Furthermore, the alternate 
valuation method may be elected wheth
er or not there has been a shrinkage in 
the aggregate value of the estate. How
ever, the election is not effective for any 
purpose unless the value of the gross 
estate at the time of the decedent’s death 
exceeded $60,000, so that an estate tax 
return is required to be filed under sec
tion 6018.

(2) If the alternate valuation method 
under section 2032 is to be used, section 
2032 (c) requires that the executor must 
so elect on the estate tax return required 
under section 6018, filed within 15 months 
from the date of the decedent’s death or 
within the period of any extension of 
time granted by the district director un

der section 6081. The election may be 
made or revoked in an amended return 
filed within such time, but it cannot be 
made or revoked after the expiration of 
such time. If the election is made, it 
applies to all the property included in 
the gross estate, and cannot be applied 
to only a portion of the property.

(c) Meaning of “distributed, sold, ex
changed, or otherwise disposed of”. (1) 
The phrase “distributed, sold, exchanged, 
or otherwise disposed of” comprehends 
all possible ways by which property 
ceases to form a part of the gross estate. 
For example, money on hand at the date 
of the decedent’s death which is there
after used in the payment of funeral ex
penses, or which is thereafter invested, 
falls within the term “otherwise dis
posed of.” The term also includes the 
surrender of a common stock certificate 
for corporate assets in complete or par
tial liquidation of a corporation. The 
term does not, however, extend to trans
actions which are mere changes in form. 
Thus, it does not include a transfer of 
assets to a corporation in exchange for 
its stock in a transaction with respect 
to which no gain or loss would be recog
nized for income tax purposes under sec
tion 351. Nor does it include an ex
change of stock or securities in a corpo
ration for stock or securities in the same 
corporation or another corporation in a 
transaction, such as a merger, recapitali
zation, reorganization or other transac
tion described in section 368 (a), with 
respect to which no gain or loss is recog
nized for income tax purposes under sec
tion 354.

(2) Property may be “distributed” 
either by the executor, or by a trustee 
of property included in the gross estate 
under sections 2035 through 2038, or 
section 2041. Property is considered as 
“distributed” upon the first to occur of 
the following:

(i) The entry of an order or decree 
of distribution, if the order or decree 
subsequently becomes final;

(ii) The segregation or separation of 
the property from the estate or trust so 
that it becomes unqualifiedly subject to 
the demand or disposition of the dis
tributee; and

(iff) The actual paying over or de
livery of the property to the distributee.

(3) Property may be “sold, exchanged, 
or otherwise disposed of” by: (i) The 
executor; (ii) a trustee or other donee 
to whom the decedent during his life
time transferred property included in 
his gross estate under sections 2035 
through 2038, or section 2041; (iii) an 
heir or devisee to whom title to property 
passes directly under local law; (iv) a 
surviving joint tenant or tenant by the 
entirety; or (v) any other person. If 
a binding contract for the sale, exchange, 
or other disposition of property is en
tered into, the property is considered as 
sold, exchanged, or otherwise disposed of 
on the effective date of the contract, un
less the contract is not subsequently 
carried put substantially in accordance 
with its terms. The effective date of a 
contract is normally the date It Is en
tered into (and not the date it is con
summated, or the date legal title to the 
property passes) unless the contract 
specifies a different effective date.
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(d) “Included property” and “ex
cluded property”. (1) If the executor
elects the alternate valuation method 
under section 2032, all property interests 
existing at the date of decedent’s death 
which form a part of his gross estate as 
determined under sections 2033 through 
2044 are valued in accordance with the 
provisions of this section. Such property 
interests are hereinafter referred to in 
this section as “included property”. 
Furthermore, such property interests re
main “included property” for the pur
pose of valuing the gross estate under 
the alternate valuation method even 
though they change in form during the 
alternate valuation period by being 
actually received, or disposed of, in 
whole or in part, by the estate. On the 
other hand, property earned or accrued 
(whether received or not) after the date 
of the decedent’s death and during the 
alternate valuation period with respect 
to any property interest existing at the 
date of the decedent’s death, which does 
not represent a form of “included prop
erty” itself or the receipt of “included 
property” is excluded in valuing the 
gross estate under the alternate valua
tion method. Such property is herein
after referred to in this section as “ex
cluded property”. Illustrations of 
“included property” and “excluded prop
erty” are contained in the subdivisions 
that follow:

(i) Interest-bearing obligations. , In 
terest-bearing obligations, such as bonds 
or notes, may comprise two elements of 
“included property” at the date of the 
decedent’s death, viz., (a) the principal 
of the obligation itself, and (b) interest 
accrued to the date of death. Each of 
these elements is to be separately valued 
as of the applicable valuation date. In 
terest accrued after the date of death 
and before the subsequent valuation date 
constitutes “excluded property”. How
ever, any part payment of principal 
made between the date of death and the 
subsequent valuation date, or any ad
vance payment of interest for a period 
after the subsequent valuation date made 
during the alternate valuation period 
which has the effect of reducing the 
value of the principal obligation as of 
the subsequent valuation date, will be 
included in the gross estate, and valued 
as of the date of such payment.

(ii) Leased property. The principles 
set forth in subdivision (i) above with 
respect to interest-bearing obligations 
also apply to leased realty or personalty 
which is included in the gross estate and 
with respect to which an obligation to 
pay rent has been reserved.' Both the
realty or personalty itself and the rents 
accrued to the date of death constitute 
“included property”, and each is to be 
separately valued as of the applicable 
valuation date. Any rent accrued after 
the date of death and before the sub
sequent valuation date is “excluded prop- 
erty”. Similarly, the principle appli
cable with respect to interest paid in 
advance is equally applicable with respect 
to advance payments of rent.

(üi) Noninterest-bearing obligations. 
In the case of noninterest-bearing obliga
tions sold at a discount, such as savings 
bonds, the principal obligation and the

discount amortized to the date of death 
are property interests existing at the date 
of death and constitute “included prop
erty.” The obligation itself is . to be 
valued at the subsequent valuation date 
without regard to any further increase 
in value due to amortized discount. The 
additional discount amortized after death 
and during the alternate valuation pe
riod is the equivalent of interest accru
ing during that period and is, therefore, 
not to be included in the gross estate 
under the alternate valuation method.

(iv) Stock of a corporation. Shares 
of stock in a corporation and dividends 
declared to stockholders of record on or 
before the date of the decedent’s death 
constitute “included property” of the 
estate. On the other hand, ordinary 
dividends out of earnings and profits 
(whether in cash, shares of the corpo
ration, or other property) declared to 
stockholders of record after the date of 
the decedent’s death are “excluded prop
erty” and are not to be valued under the 
alternate valuation method. If, however, 
dividends are declared to stockholders 
of record after the date of the decedent’s 
death with the effect that the shares of 
stock at the subsequent valuation date 
do not reasonably represent the same 
“included property” of the gross estate 
as existed at the date of the decedent’s

death, the dividends are “included prop
erty”, except to the extent that they are 
out of earnings of the corporation after 
the date of the decedent’s death. For 
example, if a corporation makes a dis
tribution in partial liquidation to stock
holders of record during the alternate 
valuation period which is not accom
panied by a surrender of a stock certifi
cate for cancellation, the amount of the 
distribution received on stock included 
in the gross estate is itself “included 
property”, except to the extent that the 
distribution was out of earnings and 
profits since the date of the decedent’s 
death. Similarly, if a corporation, in 
which the decedent owned a substantial 
interest and which possessed at the date 
of the decedent’s death accumulated 
earnings and profits equal to its paid-in 
capital, distributed all of its accumulated 
earnings and profits as a cash dividend 
to shareholders of record during the al
ternate valuation period, the amount of 
the dividends received on stock includible 
in the gross estate will be included in the 
gross estate under the alternate valua
tion method. Similarly, a stock dividend 
is “included property”.

(2) The application of this paragraph 
may be further illustrated by the follow
ing example in which it is assumed that 
the decedent died on January 1, 1955 :

Description
Subsequent
valuation

date

Alternate
value

Value a t 
date of 
death

Bond, par value $1,000, bearing interest a t 4 percent payable quarterly on 
Feb. 1, M ay 1, Aug. 1, and Nov. 1. Bond distributed to legatee on M ar. 
1, 1955............. ............ ............ ............... ......................................... ................. M ar. 1,1955 $1,000.00 $1,000.00

Interest coupon of $10 attached to bond and not cashed a t date of death
although due and payable Nov. 1, 1954. Cashed by  executor on Feb. 
1, 1955.......... ........... ....................................................................... ....................... Feb. 1.1955

1.1955
10.00 10.00

Interest accrued from Nov. 1,1954, to Jan. 1,1955, collected on Feb. 1,1955.. Feb. 6.67 6.67
Beal estate, not disposed of w ithin year following death. Kent of $300 

due at the end of each quarter, Feb. 1, M ay 1, Aug. 1, and Nov. 1______ Jan. 1,1956 11,000.00 12,000.00
B ent due for quarter ending Nov. 1, 1954, b u t hot collected un til Feb. 1, 

1955........................................................................................................................... Feb. 1,1955 300.00 300.00
B ent accrued for November and December 1954, collected on Feb. 1,1955.. Feb. 1,1955 200.00 200.00
Common stock, X  Corporation, 500 shares, not disposed of w ithin year 

following decedent’s death__________ ______ ......................................... ....... Jan. 1,1956 47,500.00 60,000.00
Dividend of $2 per share declared Dec. 10, 1954, and paid on Jan. 10, 1955, 

to holders of record on Dec. 30,1954________________________________ Jan. 10,1955 1,000.00 1,000.00

(e) Mere lapse of time. In order to 
eliminate changes in value due only to 
mere lapse of time, section 2032 (a) (3) 
provides that any interest or estate "af
fected by mere lapse of time” is included 
in a decedent’s gross estate under the 
alternate valuation method at its value 
as of the date of the decedent’s death, 
but with adjustment for any difference 
in its value as of the subsequent valua
tion date not due to mere lapse of time. 
Properties, interests, or estates which are 
“affected by mere lapse of time” include 
patents, estates for the life of a person 
other than the decedent, remainders, 
reversions, and other like properties, in
terests, or estates. The phrase “affected 
by mere lapse of time” has no reference 
to obligations for the payment of money, 
whether or not interest-bearing, the 
value of which changes witlj the passing 
of time. However, such an obligation, 
like any other property, may become af
fected by lapse of time when made the 
subject of a bequest or transfer which 
itself is creative of an interest or estate 
so affected. The application of this 
paragraph is illustrated in the following 
subparagraphs:

(1) Life estates, remainders, and simi
lar interests. The values of life estates, 
remainders, and similar interests are to 
be obtained by applying the methods pre
scribed in § 20.2031-7, using (i) the age 
of each person, the duration of whose 
life may affect the value of the interest, 
as of the date of the decedent’s death, 
and (ii) the value of the property as of 
the alternate date. For example, assume 
that the decedent or his estate was en
titled to receive property upon the death 
of his elder brother who was entitled to 
receive the income therefrom for life. 
At the date of the decedent’s death, the 
property was worth $50,000 and the elder 
brother was 31 years old. The value of 
the decedent’s remainder interest at the 
date of his death would, as explained in 
§ 20.2031-7 (d), be $14,466 ($50,000 X 
0.28932). If, because of economic con
ditions, the property declined in value 
and was worth only $40,000 one year 
after the date of the decedent’s death, 
the value of the remainder interest as of 
the alternate date would be $11,572.80 
($40,000X0.28932).

(2) Patents. To illustrate the alter
nate valuation of a patent, assume that
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the decedent owned a patent which, on 
the date of the decedent’s death, had an 
unexpired term of ten years and a value 
of $78,000. Six months after the date of 
the decedent’s death, the patent was 
sold, because of lapse of time and other 
causes, for $60,000. The alternate value 
thereof would be obtained by dividing 
$60,000 by 0.95 (ratio of the remaining 
life of the patent at the alternate date 
to the remaining life of the patent a t 
the date of the decedent’s death), and 
would, therefore, be $63,157.89.

(f) Effect of election on deductions. 
If  the executor elects the alternate valu
ation method under section 2032, any 
deduction for losses under section 2054 
(or section 2106, relating to estates of 
nonresidents not citizens) is allowed only 
to the extent that it is not otherwise in 
effect allowed in determining the value 
of the gross estate. Furthermore, the 
amount of any charitable deduction un
der section 2055 (or section 2106 (a) (2), 
relating to the estates of nonresidents 
not citizens) or the amount of any mar
ital deduction under section 2056 is de
termined by the value of the property 
with respect to which the deduction is 
allowed as of the date of the decedent’s 
death, adjusted, however, for any dif
ference in its value as of the date one 
year after death, or as of the date of 
its distribution, sale, exchange, or other 
disposition, whichever first o c c u r s .  
However, no such adjustment may take 
into account any difference in value due 
to lapse of time or to the occurrence 
or nonoccurrence of a contingency.

§ 20.2033 Statutory “provisions; prop
erty in which the decedent had an 
interest.

Sec. 2033. Property in which the decedent 
had an interest. The value of the gross es
tate shall Include the value of all property 
(except real property situated outside of the 
United States) to the extent of the Interest 
therein of the decedent at the time of his 
death.

§ 20.2033-1 Property in which the de
cedent had an interest—(a) In general. 
The gross estate of a decedent who was 
a citizen or resident of the United States 
at the time of his death includes under 
section 2033 the value of all property 
whether real or personal, tangible or in
tangible, and wherever situated, ben
eficially owned by the decedent a t the 
time of his death, except real property 
situated outside of the United States. 
Real property situated in the United 
States is included whether it came into 
the possession and control of the execu
tor or administrator or passed directly 
to heirs or devisees. Various statutory 
provisions which exempt bonds, notes, 
bills, and certificates of indebtedness of 
the Federal Government or its agencies 

"■and the interest thereon from taxation 
are generally not applicable to the es
tate tax, since such tax is an excise 
tax on the transfer of property at death 
and is not a tax on the property trans
ferred.

(b) Miscellaneous examples. A ceme
tery lot owned by the decedent is part 
of his gross estate, but its value is lim
ited to the salable value of that part of 
the lot-which is not designed for the 
interment of the decedent or the mem-
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bers of his family. Property subject to 
homestead or other exemptions under 
local law is included in the gross estate. 
Notes or other claims held by the dece
dent are likewise included even though 
they are cancelled by the decedent’s will. 
Interest and rents accrued at the date 
of the decedent’s death and dividends 
declared to stockholders of record on or 
before the date of the decedent’s death 
and not yet collected also constitute part 
of the gross estate.

§ 20.2034 Statutory provisions; dower 
or curtesy interests.

Sec. 2034. Dower or curtesy interests. The 
value of the gross estate shall Include the 
value of all property (except real property 
situated outside of the United States) to the 
extent of any interest therein of the sur
viving spouse, existing a t the time of the 
decedent’s death as dower or curtesy, or by 
virtue of a statute creating an estate in lieu 
of dower or curtesy.

§ 20.2034-1 Dower or curtesy inter
ests. A decedent’s gross estate includes 
under section 2034 any interest in prop
erty of the surviving spouse existing at 
the time of the decedent’s death as dower 
or curtesy, or any interest created by 
statute in lieu thereof (although such 
other interest may differ in character 
from dower or curtesy). Thus, the full 
value of property is included in the de
cedent’s gross estate, without deduction 
of such an interest of the surviving hus
band or wife, and without regard to when 
the-right to such an interest arose.

§ 20.2035 Statutory provisions; trans
actions in contemplation of death.

Sec. 2035. Transactions in contemplation 
of death—(a) General rule. The value of 
gross estate shall include the value of all 
property (except real property situated out
side of the United States) to the extent of 
any interest therein of which the decedent 
has at any time made a transfer (except in 
case of a bona fide sale for an adequate and 
full consideration in money or money’s 
worth), by trust or otherwise, in contempla
tion of his death.

(b) Application of general rule. If the 
decedent within a period of 3 years ending 
with the date of his death (except in case of 
a bona fide sale for an adequate and full 
consideration in money or money’s worth) 
transferred an interest in property, relin
quished a power, or exercised or released a 
general power of appointment, such trans
fer, relinquishment, exercise, or release shall, 
unless shown to the contrary, be deemed to 
have been made in contemplation of death 
within the meaning of this section and sec
tions 2038 and 2041 (relating to  revocable 
transfers and powers of appointment); but 
no such transfer, relinquishment, exercise, 
or release made before such 3-year period 
shall be treated as having been made in con
templation of death.

§ 20.2035-1 Transactions in contem
plation of death—(a) In general. A 
decedent’s gross estate Includes under 
section 2035 the value of any interest in 
property transferred by a decedent in 
contemplation of death within 3 years 
before his death, except to the extent 
that the transfer was for a  full and > 
adequate consideration in money or 
money’s worth (see §20.2043-1). With 
the exception noted in the proceeding 
sentence, the decedent’s gross estate in
cludes as a transfer in contemplation of 
death the value of any interest in prop

erty transferred within 3 years before 
the decedent’s death, unless the transfer 
is shown not to have been made in con
templation of death. The result is not 
affected by the fact that at the time of 
the transfer the decedent parted abso
lutely and immediately with his enjoy
ment of and title to the property.

(b) Application of other sections. 
If a decendent transfers an interest in 
property or relinquishes a power in con
templation of death, the decedent’s gross 
estate includes the property subject to 
the interest or power to the extent that 
it would be included under section 2036, 
2037, or 2038 if the decedent had retained 
the interest or power until his death. If 
a decedent exercises or releases a gen
eral power of appointment in contem
plation of death, the property subject to 
the power is included in the decedent’s 
gross estate to the extent provided in 
section 2041 and the regulations there
under.

(c) Definition. The phrase “in con
templation of death”, as used in this sec
tion, does not have reference to that 
general expectation of death such as all 
persons entertain. On the other hand, 
its meaning is not restricted to an appre
hension that death is imminent or near. 
A transfer “in contemplation of death” 
is a disposition of property prompted by 
the thought of death (although it need 
not be solely so prompted).. A transfer 
is prompted by the thought of death if 
(1) made with the purpose of avoiding 
the tax, (2) made as a substitute for a 
testamentary disposition of the property, 
or (3) made for any other motive asso
ciated with death. The bodily and men
tal condition of the decedent and all 
other attendant facts and circumstances 
are to be scrutinized in order to deter
mine whether or not such thought 
prompted the disposition.

(d) Presumptions. Any transfer of an 
interest in property, relinquishment of 
a power, or exercise or release of a gen
eral power of appointment by a decedent 
within a period of 3 years ending with 
the date of his death is deemed to have 
been made “in contemplation of death”, 
unless shown to the contrary. No 
transfer made by a decedent more than 
3 years before his death is treated as 
having been made “in contemplation of 
death”.

(e) Valuation. The value of an inter
est in transferred property includible in 
a decedent’s gross estate under this 
section is the value of the interest as 
of the applicable valuation date. In 
this connection, see sections 2031, 2032, 
and the regulations thereunder. How
ever, if the transferee has made im
provements or additions to the property, 
any resulting enhancement in the value 
of the property is not considered in 
ascertaining the value of the gross 
estate. Similarly, neither income re
ceived subsequent to the transfer nor 
property purchased with such income is 
considered.

§ 20.2036 Statutory provisions; trans
fers with retained life estate.

Sec. 2036. Transfers with retained life 
estate—(a) General rule. The value of the 
gross estate shall include the value of all 
property (except real property situated out-
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side of the United States) to the extent of 
any interest therein of which the decedent 
has at any time made a transfer (except in 
case of a bona fide sale for an adequate and 
full consideration in money or money’s 
worth), by trust or otherwise, under which 
he has retained for his life or for any period 
not ascertainable without reference to his 
death or for any period which does not in 
fact end before his death—

(1) The possession or enjoyment of, or the 
right to the income from, the property, or

(2) The right, either alone or in conjunc
tion with any person, to designate the per
sons who shall possess or enjoy the property 
or the income therefrom.

(b) L im ita tio n  on  a p p lica tion  o f general 
rule. This section shall not apply to a trans
fer made before March 4, 1931; nor to  a 
transfer made after March 3, 1931, and before 
June 7, 1932, unless the property transferred 
would have been includible in the decedent’s 
gross estate by reason of the amendatory 
language of the joint resolution of March 
3, 1931 (46 Stat. 1516).

§ 20.2036-1 Transfers with retained 
life estate—(a) In general. A decedent’s 
gross estate includes under section 2036 
the value of any interest in property 
transferred by the decedent after March 
3, 1931, whether in trust or otherwise, 
except to the extent that the transfer 
was for an adequate and full considera
tion in money or money’s worth (see 
§ 20.2043-1), if the decedent retained or 
reserved (1) for his life, or (2) for any 
period not ascertainable without refer
ence to his death (if the transfer was 
made after June 6, 1932, or (3) for any 
period which does not in fact end before 
his death—

(i) The use, possession, right to the 
income, or other enjoyment of the trans
ferred property, or

(ii) The right, either alone or in con
junction with any other person or per
sons, to designate the person or persons 
who shall possess or enjoy the trans
ferred property or its income.
If the decedent retained or reserved a 
right with respect to all of the property 
transferred by him, the amount to be 
included in his gross estate under section 
2036 is the value of the entire property, 
less only the value of any outstanding 
income interest which is not subject to 
the decedent’s right and whieh is actually 
being enjoyed by another person. If 
the decedent retained or reserved a right 
with respect to a part only of the prop
erty transferred by him, the amount to 
be included in his gross estate under 
section 2036 is only a corresponding 
proportion of the amount described in 
the preceding sentence. An interest or 
right is treated as having been retained 
or reserved if at the time of the transfer 
there was an understanding, express or 
implied, that the interest or right would 
later be conferred.
(b) Meaning of terms. (1) A reserva

tion by the decedent “for any period not 
ascertainable without reference to his 
death” may be illustrated by the follow
ing examples:

<i> A decedent reserved the right to 
receive the income from transferred 
Property in quarterly payments, with the 
Proviso that no part of the income be
tween the last quarterly payment and 
the date of the decedent’s death was to 
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be received by the decedent or his estate; 
and

(ii) A decedent reserved the right to 
receive the income from transferred 
property after the death of another per
son who in fact survived the decedent. 
In such a case, the amount to be included 
in the decedent’s gross estate under this 
section does not include the value of the 
outstanding income interest of the other 
person. It may be noted that if the other 
person predeceased the decedent, the 
reservation by the decedent may be con
sidered to be either for his life, or for a 
period which does not in fact end before 
his death.

(2) The “use, possession, right to the 
income, or other enjoyment of the trans
ferred property” is considered as having 
been retained by or reserved to the de
cedent to the extent that the use, pos
session, right to the income, or other 
enjoyment is to be applied (or an en
forceable right exists to cause it to be 
applied) toward a legal obligation of the 
decedent, or otherwise for his pecuniary 
benefit. The term “legal obligation” in
cludes a legal obligation to support a 
dependent during the decedent’s lifetime.

(3) The phrase “right * * * to desig
nate the person or persons who shall 
possess or enjoy the transferred property 
or the income therefrom” includes a 
power to designate the person or persons 
to receive the income from the trans
ferred property, or to possess or enjoy 
noninqome-producing property, during 
the decedent’s life or during any other 
period described in paragraph (a) of this 
section. With respect to such'a power, 
it is immaterial (i) whether the power 
was exercisable alone or only in con
junction with another person or persons, 
whether or not having an adverse inter
est; (ii) in what capacity the power was 
exercisable by the decedent or by another 
person or persons in conjunction with the 
decedent; and (iii) whether the exercise 
Of the power was subject to a contingency 
beyond the decedent’s control which did 
not occur before his death (e. g., the 
death of another person during the de
cedent’s life). The phrase, however, does 
not include a power over the transferred 
property itself not affecting the enjoy
ment of the income received or earned 
during the decedent’s life. See, however, 
section 2038 for the inclusion of property 
In the gross estate on account of such a 
power. Nor does the phrase apply to a 
power held solely by a person other than 
the decedent. But for example, if the 
decedent had the unrestricted power to 
remove or discharge a trustee at any time 
and appoint a new trustee, including 
himself, the decedent is considered as 
having the powers of the trustee.

(c) Valuation. The value of an inter
est in transferred property includible in 
a decedent’s gross estate under this sec
tion is the value of the interest as of the 
applicable valuation date. In this con
nection, see sections 2031, 2032, and the 
regulations thereunder However, if the 
transferee has made improvements or 
additions to the property, any resulting 
enhancement in the value of the property 
is not considered in ascertaining the 
value of the gross estate.

§ 20.2037 Statutory provisions; trans
fers taking effect at death.

Sec. 2037. T ransfers ta k in g  effect at 
d e a th — (a) G eneral ru le . The value of the 
gross estate shall Include the value of all 
property (except real property situated out
side of the United States) to the extent of 
any interest therein of which the decedent 
has a t any time after September 7, 1916, 
made a transfer (except in case of a bona 
fide sale for an adequate and full considera
tion in money or money’s worth), by trust 
or otherwise, if—

(1) Possession or enjoyment of the prop
erty can, through ownership of such interest, 
be obtained only by surviving the decedent, 
and

(2) The decedent has retained a reversion
ary interest in the property (but in the case 
of a transfer made before October 8, 1949, 
only if such reversionary interest arose by 
the express terms of the instrument of trans
fer), and the value of such reversionary in
terest immediately before the death of the 
decedent exceeds 5 percent of the value of 
such property.

(b) Special ru les. For purposes of this 
section, the term “reversionary interest” in
cludes a possibility tha t property transferred 
by the decedent—

(1) May return to him or his estate, or
(2) May be subject to a power of disposi

tion by him,
but such term does not include a possibility 
tha t the income alone from such property 
may return to him or become subject to a  
power of disposition by him. The value of 
a  reversionary interest immediately before 
the death of the decedent shall be deter
mined (without regard to the fact of the 
decedent’s death) by usual methods of valua
tion, including the use of tables of mortality 
and actuarial principles, under regulations 
prescribed by the Secretary or his delegate. 
In  determining the value of a possibility 
tha t property may be subject to a power of 
disposition by the decedent, such possibility 
shall be valued as if it were a possibility th a t 
such property may return to the decedent 
or his estate. Notwithstanding the fore
going, an interest so transferred shall not 
be included in the decedent’s gross estate 
under this section if possession or enjoyment 
of the property could have been obtained 
by any beneficiary during the decedent’s life 
through the exercise of a general power of 
appointment (as defined in section 2041) 
which in fact was exercisable immediately 
before the decedent’s death.

§ 20.2037-1 Transfers taking effect at 
death—(a) In general. A decedent’s 
gross estate includes, under section 2037, 
the value of any interest in property 
transferred by the decedent after Sep
tember 7,1916, whether in trust or other
wise, except to the extent that the trans
fer was for an adequate and full con
sideration in money or money’s worth 
tsee § 20.2043-1), if—

(1) Possession or enjoyment of the 
property could, through ownership of the 
interest, have been obtained only by sur
viving the decedent,

(2) The decedent had retained a pos
sibility (hereinafter referred to as a “re
versionary interest”) that the property, 
other than the income alone, would re
turn to the decedent or his estate or 
would be subject to a power of disposition 
by him, and

(3) The value of the reversionary in
terest immediately before the decedent’s 
death exceeded 5 percent of the value of 
the entire property.
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However, if the transfer was made before 
October 8,1949, section 2037 is applicable 
only if the reversionary interest arose by 
the express terms of the instrument of 
transfer and not by operation of law (see 
paragraph (g) of this section). See also 
paragraph (h) of this section with re
spect to transfers made between Novem
ber 11, 1935, and January 29, 1940. The 
provisions of section 2037 do not apply to 
transfers made before September 8,1916.

(b) Condition of survivorship. As in
dicated in paragraph (a) of this section, 
the value of an interest in transferred 
property is not included in a decedent’s 
gross estate under section 2037 unless 
possession or enjoyment of the property 
could have been obtained only by surviv
ing the decedent. Thus, property is not 
included in the decedent’s gross estate 
if, immediately before the decedent’s 
death, possession or enjoyment of the 
property could have been obtained by 
any beneficiary either by surviving the 
decedent or through the occurrence of 
some other event such as the expiration 
of a term of years or the exercise of a 
power of appointment. However, if a 
consideration of the terms and circum
stances of the transfer as a whole indi
cates that the “other event” is unreal 
and if the death of the decedent does, in 
fact, occur before the “other event,” the 
beneficiary will be considered able to 
possess or enjoy the property only by 
surviving the decedent. See examples
(5) and (6) in paragraph (f) of this 
section.

(c) Retention of reversionary interest.
(1) As indicated in paragraph (a) of this 
section, the value of an interest in trans
ferred property is not included in a de
cedent’s gross estate under section 2037 
unless the decedent had retained a re
versionary interest in the property, and 
the value of the reversionary interest 
immediately before the death of the de
cedent exceeded 5 percent of the value of 
the property.

(2) For purposes of section 2037, the 
term “reversionary interest” includes a 
possibility that property transferred by 
the decedent may return to him or his 
estate and a possibility that property 
transferred by the decedent may become 
subject to a power of disposition by him. 
The term is not used in a technical sense, 
but has reference to any reserved right 
under which the transferred property 
shall or may be returned to the grantor. 
Thus, it encompasses an interest arising 
either by the express terms of the instru
ment of transfer or by operation of law. 
(See, however, paragraph (g) of this sec- ■ 
tion with respect to transfers made be- ’ 
fore October 8, 1949.) The term “rever
sionary interest”, however, does not in
clude rights to income only, such as the 
right to receive the income from a trust 
after the death of another person. See 
section 2036 for the inclusion of property 
in the gross estate on account of such 
rights. Nor does the term “reversionary 
interest” include the possibility that the 
decedent during his life might have re
ceived back an interest in transferred 
property by inheritance through the 
estate of another person. Similarly, a 
statutory right of a spouse to receive a 
portion of whatever estate a decedent

may leave at the time of his death is not 
a “reversionary interest”.

(3) For purposes of this section, the 
value of the decedent’s reversionary in
terest is computed as of the moment 
immediately before his death, without 
regard to whether or not the executor 
elects to have the gross estate valued as. 
provided in section 2032 and without re
gard to the fact of the decedent’s 
death. The value is ascertained in ac
cordance with recognized valuation 
principles for determining the value for 
estate tax purposes of future or condi
tional interests in p r o p e r t y .  (See 
§§ 20.2031-1, 20.2031-7, and 20.2031-9.) 
For example, if the decedent’s reversion
ary interest was subject to an outstand
ing life estate in his wife, his interest is 
valued according to the actuarial rules 
set forth in § 20.2031-7. On the other 
hand, if the decedent’s reversionary 
interest was contingent on the death of 
his wife without issue surviving and if it 
cannot be shown that his wife is incap
able of having issue (i. e., an interest not 
subject to valuation according to the 
§ 20.2031-7 actuarial rules), his interest 
is valued according to the general rules 
set forth in § 20.2031-1. A possibility 
that the decedent may be able to dispose 
of property under certain conditions is 
considered to be as valuable as a right 
of the decedent to the return of the prop
erty under those same conditions.

(4) In order to determine whether or 
not the decedent retained a reversionary 
interest in transferred property of a 
value in excess of 5 percent, the value of 
the reversionary interest is compared 
with the value of the transferred prop
erty, including interests therein which 
are not dependent upon survivorship of 
the decedent. For example, assume that 
the decedent, A, transferred property in 
trust with the income payable to B for 
life and with the remainder payable to C . 
if A predeceases B, but with the property 
to revert to A if B predeceases A. Assume 
further that A does, in fact, predecease B. 
The value of A’s reversionary interest 
immediately before his death is compared 
with the value of the trust corpus, with
out deduction of the value of B’s out
standing life estate. If, in the above 
example, A had retained a reversionary 
interest in half only of the trust corpus, 
th e , value of his reversionary interest 
would be compared with the value of 
half of the trust corpus, again without 
deduction of any part of the value of B’s 
outstanding life estate.

(d) Transfers partly taking effect at 
death. If separate interests in property 
are transferred to one or more benefi
ciaries, paragraphs (a) through (c) of 
this section are to be separately applied 
with respect to each interest. For 
example, assume that the decedent 
transferred an interest in Blackacre to 
A which could be possessed or enjoyed 
only by surviving the decedent, and that 
the decedent transferred an interest in 
Blackacre to B which could be possessed 
or enjoyed only on the occurrence of 
some event unrelated to the decedent’s 
death. Assume further that the dece
dent retained a reversionary Interest 
in Blackacre of a value in excess of 5 
percent. Only the value of the interest

transferred to A is includible in the dece
dent’s gross estate. Similar results would 
obtain if possession or enjoyment of the 
entire property coud have been obtained 
only by surviving the decedent, but the 
decedent had retained a reversionary in
terest in a part only of such property.

(e) Valuation. The value of an in
terest in transferred property includible 
in a decedent’s gross estate under this 
section is the value of such interest as 
of the applicable valuation date. In this 
connection, see sections 2031, 2032, and 
the regulations thereunder.,. However, if 
the transferee has made improvements 
or additions to the property, any result
ing enhancement in the value of the 
property is not considered in ascertain
ing the value of the gross estate.

(f) Examples. The provisions of para
graphs (a) through (e) of this section 
may be further illustrated by the follow
ing examples. It is assumed that the 
transfers were made on or after October 
8, 1949; for the significance of this date, 
see paragraphs (g) and (h) of this sec
tion:

Example (1). The decedent transferred 
property in trust with the income payable 
to his wife for life and, at her death, re
mainder to the decedent’s then surviving 
children, or if none, to the decedent or his 
estate. Since each beneficiary can possess 
or enjoy the property without surviving the 
decedent, no part of the property is includ
ible in the decedent’s gross estate, regardless 
of the value of the decedent’s reversionary 
interest.

Example (2). The decedent transferred 
property in trust with the income to be 
accumulated for the decedent’s life, and at 
his death, principal and accumulated income 
to be paid to the decedent’s then surviving 
issue, or if none, to A or A’s estate. Since 
the decedent retained no reversionary in
terest in the property, no part of the prop
erty is includible in the decedent’s gross 
estate, even though possession or enjoyment 
of the property could be obtained by the 
issue only by surviving the decedent.

Example (3). The decedent transferred 
property in trust with the income payable 
to his wife for life and with the remainder 
payable to the decedent or, if he is not 
living at his wife’s death, to his daughter 
or her estate. The daughter cannot obtain 
possession or enjoyment of the property with
out surviving the decedent. Therefore, if 
the decedent’s reversionary interest immedi
ately before his death exceeded 5 percent 
of the value of the property, the value of 
the property, less tbe value of the wife’s 
outstanding life estate, is includible in the 
decedent’s gross estate.

Example (4). The decedent transferred 
property in trust with the income payable 
to his wife for life and with the remainder 
payable to his son or, if the son is not living 
at the wife’s death, to the decedent or, if 
the decedent is not then living, to X or 
X’s estate.. Assume that the decedent \was 
survived by his wife, his son, and X. Only 
X cannot obtain possession or enjoyment of 
the property without surviving the decedent. 
Therefore, if the decedent’s reversionary in
terest immediately before his death exceeded 
5 percent of the value of the property, the 
value of X’s remainder interest (with refer
ence to the time immediately after the de
cedent’s death) is includible in the decedent’s 
gross estate.

Example (5). The decedent transferred 
property in trust with the income to be 
accumulated for a period of 20 years or 
until the decedent’s prior death, at which 
time the principal and accumulated income 
was to be paid to the decedent’s son if then
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surviving. Assume tha t the decedent does, 
in fact, die before the expiration of the 
20-year period. If, a t the time of the trans
fer, the decedent was 30 years of age, in 
good health, etc., the son will be considered 
able to possess or enjoy the property without 
su rv iv in g  the decedent. If, on the other 
hand, the decedent was 70 years of age a t 
the time of the transfer, the son will not 
be considered able to possess or enjoy the 
property without surviving the decedent. In 
this latter case, if the value of the dece
dent’s reversionary interest (arising by oper
ation of law) immediately before his death 
after consideration of the effect of any ap
plicable local lapse statute exceeded 5 per
cent of the value of the property, the value 
of the property is includible in the dece
dent’s gross estate.

Example (6). The decedent transferred 
property in trust with the income to be 
accumulated for his life and, a t his death, 
the principal and accumulated income to be 
paid to the decedent’s then surviving chil
dren. The decedent’s wife was given the 
unrestricted power to alter, amend, or re
voke the trust. Assume that the wife sur
vived the decedent but did not, in fact, 
exercise her power during the decedent’s life. 
Since possession or enjoyment of the prop
erty could have been obtained by the wife 
during the decedent’s life under the exercise 
of a general power of appointment which 
was, in fact, exercisable immediately before 
the decedent’s death, no part of the property 
is includible in the decedent’s gross estate.

(g) Transfers made before October 8, 
1949. (1) Notwithstanding any provi
sions to the contrary contained in para
graphs (a) through (f) of this section, 
the value of an interest in property trans
ferred by a decedent before October 8, 
1949, is included in his gross estate under 
section 2037 only if the decedent’s rever
sionary interest arose by the express 
terms of the instrument and not by oper
ation of law. For example, assume that 
the decedent, on January !, 1947, trans
ferred property in trust with the income 
payable to his wife for the decedent’s 
life and, at his death, remainder to his 
then surviving descendants. Since no 
provision was made for the contingency 
that no descendants of the decedent 
might survive him, a reversion to the 
decedent’s estate existed by operation of 
law. The descendants cannot obtain 
possession or enjoyment of the property 
without surviving the decedent. How
ever, since the decedent’s reversionary 
interest arose by operation of law, no 
part of the property is includible in the 
decedent’s gross estate. If, in the above 
example, the transfer had been made on 
or after October 8, 1949, and if the de
cedent’s reversionary interest immedi
ately before his death exceeded 5 percent 
of the value of the property, the value of 
the property would be includible in the 
decedent’s gross estate.

(2) The decedent’s reversionary inter
est will be considered to have arisen by 
the express terms of the instrument of 
transfer and not by operation of law if 
the instrument contains an express dis
position which affirmatively creates the 
reversionary interest, even though the 
terms of the disposition do not refer to 
the decedent or his estate, as such. For 
example, where the disposition is, in its 
terms, to the next of kin of the decedent 
and such a disposition, under applicable 
local law, constitutes a reversionary in
terest in the decedent’s estate, the dece-
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dent’s reversionary Interest will be con
sidered to have arisen by the express 
terms of the instrument of transfer and 
not by operation of law.

(h) Transfers made after November 
11, 1935, and before January 29, 1940. 
The provisions of paragraphs (a) 
through (g) of this section are fully ap
plicable to transfers made after Novem
ber 11, 1935 (the date on which the 
Supreme Court decided Helvering v. St. 
Louis Union Trust Co. (296 U. S. 39) and 
Becker v. St. Louis Union Trust Co. (296 
U, S. 48)), and before January 29, 1940 
(the date on which the Supreme Court 
decided Helvering v. Hallock and com
panion cases (309 U. S. 106)), except 
that the value of an interest in property 
transferred between these dates is not in
cluded in a decedent’s gross estate under 
section 2037 if—

(1) The Commissioner, whose deter
mination shall be final, determines that 
the transfer is classifiable with the trans
fers involved in the St. Louis Union 
Trust Co, cases, rather than with the 
transfer involved in the case of Klein 
v. United States, 283 U. S. 231), previ
ously decided by the Supreme Court, and

(2) The transfer shall have been 
finally treated for all gift tax purposes, 
both as to the calendar year of the trans
fer and as to subsequent calendar years, 
as a gift In an amount measured by the 
value of the property undiminished by 
reason of a provision in the instrument 
of transfer by which the property, in 
whole or in part, is to revert to the de
cedent should he survive the donee or 
another person, or the reversion is con
ditioned upon some other contingency 
terminable by the decedent’s death.

§ 20.2038 Statutory provisions; revo
cable transfers.

Sec. 2038. Revocable transfers—(a) In gen
eral. The value of the gross estate shall 
Include the value of all property (except 
real property situated outside of the United 
States)—

(1) Transfers after June 22, 1936. To the 
extent of any interest therein of which the 
decedent has at any time made a transfer 
(except in case of a bona fide sale for an 
adequate and full consideration in money or 
money’s worth), by trust or otherwise, where 
the enjoyment thereof was subject at the 
date of his death to any change through the 
exercise of a power (in whatever capacity 
exercisable) by the decedent alone or by the 
decedent in conjunction with any other per
son (without regard to when or from what 
source the decedent acquired such power), 
to alter, amend, revoke, or terminate, or 
where any such power is relinquished in con
templation of decedent’s death.

(2) Transfers on or before June 22, 1936. 
To the extent of any interest therein of which 
the decedent has at any time made a trans
fer (except in case of a bona fide sale for an 
adequate and full consideration in money 
or money’s worth), by trust or otherwise, 
where the enjoyment thereof was subject 
at the date of his death to any change 
through the exercise of a power, either by 
the decedent alone or in conjunction with 
any person, to alter, amend, or revoke, or 
where the decedent relinquished any such 
power in contemplation of his death. Ex
cept in the case of transfers made after June 
22, 1936, no interest of the decedent of which 
he has made a transfer shall be included in 
the gross estate under paragraph (1) unless 
it is includible under this paragraph.

7875.

(b) Date of existence of power. For pur
poses of this section, the power to alter, 
amend, revoke, or terminate shall be con
sidered to exist on the date of the decedent’s 
death even though the exercise of the power 
is subject to a precedent giving of notice or 
even though the alteration, amendment, rev
ocation, or termination takes effect only on 
the expiration of a stated period after the 
exercise of the power, whether or not on or 
before the date of the • decedent’s death 
-notice has been given or the power has been 
exercised. In such cases proper adjustment 
shall be made representing the interests 
which would have been excluded from the 
power if the decedent had lived, and for such 
purpose, if the notice has not been given or 
the power has not been exercised on or before 
the date of his death, such notice shall be 
considered to have been given, or the power 
exercised, on the date of his death.;

§ 20.2038-1 Revocable transfers—(a)' 
In general. A decedent’s gross estate 
includes under section 2038 the value of 
any interest in property transferred by 
the decedent, whether in trust or other
wise, if the enjoyment of the interest was 
subject at the date of the decedent’s 
death to any change through the exer
cise of a power by the decedent to alter, 
amend, revoke, or terminate, or if the 
decedent relinquished such a power in 
contemplation of death. However, sec
tion 2038 does not apply— ,

(1) To the extent that the transfer 
was for an adequate and full considera
tion in money or money’s worth (see 
§ 20.2043-1);

(2) If the decedent’s power could be 
exercised only with the consent of all 
parties having an interest (vested or con
tingent) in the transferred property, and 
if the power adds nothing to the rights 
of the parties under local law; and

(3) To a power held solely by a person 
other than the decedent. But, for ex
ample, if the decedent had the unre
stricted power to remove or discharge a 
trustee at any time and appoint a new 
trustee, including himself, the decedent 
is considered as having the powers of the 
trustee. However, this result would not 
follow if he only had the power to appoint 
a successor trustee under limited condi
tions which did not exist at the time of 
his death.
Except as provided in the preceding sen
tence, it is immaterial (i) in what capac
ity the power was exercisable by the 
decedent or by another person or persons 
in conjunction with the decedent; (ii) 
whether the power was exercisable alone 
or only in conjunction with another per
son or persons, whether or not having an 
adverse interest (unless the transfer was 
made before June 2,1924; see paragraph
(e) of this section); and (iii) at what 
time or from what source the decedent 
acquired his power (unless the transfer 
was made before June 23, 1936; see par
agraph (d) of this section). Section 
2038 is applicable to any power affecting 
the time or manner of enjoyment of 
property or its income, even though the 
identity of the beneficiary is not affected. 
For example, section 2038 is applicable to 
a power reserved by the grantor of a trust 
to accumulate income or distribute it to 
A, and to distribute corpus to A, even 
though the remainder is vested in A or 
his estate, and no other person has any 
beneficial interest in the trust. Only the
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value of an Interest in property subject 
to a power to which section 2038 applies 
is included in the decedent’s gross estate 
under section 2038,
i (b) Date of existence of power. A 
power to alter, amend, revoke, or ter
minate will be considered to have existed 
at the date of the decedent’s death even 
though the exercise of the power was 
subject to a precedent giving of notice 
or even though the alteration, amend
ment, revocation, or termination would 
have taken effect only on the expiration 
of a stated period after the exercise of 
the power, whether or not on or before 
the date of the decedent’s death notice 
had been given or the power, had been 
exercised. In  determining the value of 
the gross estate in such cases, the full 
value of the property transferred sub
ject to the power shall be discounted for 
the period required to elapse between the 
date of the decedent’s death and the 
date upon which the alteration, amend
ment, revocation, or termination could 
take effect. In this connection, see es
pecially § 20.2031-7. However, section 
2038 is not applicable to a power the ex
ercise of which was subject to a con
tingency beyond the decedent’s control 
which did not occur before his death (e.
g., the death of another person during 
the decedent’s life). See, however, sec
tion 2036 (a) (2) for the inclusion of 
property in the gross estate on account 
of such a power.

(c) Valuation. The value of an inter
est in transferred property includible in 
a decedent’s gross estate under section 
2038 is the value of the interest as of the 
applicable valuation date. In this con
nection, see sections 2031, 2032, and the 
regulations thereunder. However, if the 
transferee has made improvements or 
additions to the property, any resulting 
enhancement in the value of the property 
is not considered in ascertaining the 
value of the gross estate.
. (d), Transfers made before June 23, 
1936. Notwithstanding anything to the 
contrary in .paragraphs (a) through (c) 
of this section, the value of an interest 
in property transferred by a decedent be
fore June 23,1936, is not included in his 
gross estate under section 2038 unless the 
power to alter, amend, revoke, or termi
nate was reserved at the time of the 
transfer. For purposes of this para
graph, the phrase “reserved at the time 
of the transfer’’ has reference to a power 
(arising either by the express terms of 
the instrument of transfer or by opera
tion of law) to which the transfer was 
subject when made and which continued 
to the date of the decedent’s death (see 
paragraph (b) of this section) to be 
exercisable by the decedent alone or by 
the decedent in conjunction with any 
other person or persons. The phrase 
also has reference to any understanding, 
express or implied, had in connection 
with the making of the transfer that the 
power would later be created or con
ferred.

(e) Transfers made before June 2, 
1924. Notwithstanding anything to 
the contrary in paragraphs (a) through
(d) of this section, if an interest in prop
erty was transferred by a decedent be
fore the enactment of the Revenue Act 
of 1924 (June 2, 1924, 4:01 p. m., eastern

standard time)’, and if a power reserved 
by the decedent to alter, amend, revoke, 
or terminate was exercisable by the 
decedent only in conjunction with a per
son having a substantial adverse interest 
in the transferred property, or in con
junction with several persons some or all 
of whom held such an adverse interest, 
there is included in the decedent’s gross 
estate only the value of any interest or 
interests held by a person or persons not 
required to join in the exercise of the 
power plus the value of any insubstantial 
adverse interest or interests of a person 
or persons required to join in the exercise 
of the power.

(f) Powers relinquished in contempla
tion of death—(1) In general. If a 
power to alter, amend, revoke, or termi
nate would have resulted in the inclusion 
of an interest in property in a decedent’s 
gross estate under section 2038 if it had 
been held until the decedent’s death, the 
relinquishment of the power in contem
plation of the decedent’s death within 3 
years before his death results in the in
clusion of the same interest in property 
in the decedent’s gross estate, except to 
the extent that the power was relin
quished for an adequate and full con
sideration in money or money’s worth 
(see § 20.2043-1). For the meaning of 
the phrase “in contemplation of death”, 
see § 20.2035-1.

(2) Transfers before June 23, 1936. 
In  the case of a transfer made before 
June 23, 1936, section 2038 applies only 
to a relinquishment made by the dece
dent. However, in the case of a transfer 
made after June 22, 1936, section 2038 
also applies to a relinquishment made by 
a person or persons holding the power in 
conjunction with the decedent, if the 
relinquishment was made in contempla
tion of the decedent’s death and had the 
effect of extinguishing the power.

§ 20.2039 Statutory p r o v i s i o n s ; 
annuities.

Sec. 2039.''A n n u itie s—(a) G eneral. The 
gross estate shall Include the value of an 
annuity or other payment receivable by any 
beneficiary by reason of surviving the dece
dent under any form of contract or agree
ment entered into after March 3, 1931 (other 
than as insurance under policies on the life 
of the decedent), if, under such contract or 
agreement, an annuity or other payment was 
payable to the decedent, or the decedent 
possessed the right to receive such annuity 
or payment, either alone or in conjunction 
with another for his life or for any period not 
ascertainable without reference to his death 
or for any period which does not in fact end 
before his death.

(b) A m ou n t in c lu d ib le . Subsection (a) 
shall apply to only such part of the value 
of the annuity or other payment receivable 
under such contract or agreement as is 
proportionate to tha t part of the purchase 
price therefor contributed by the decedent. 
For purposes of this section, any contribu
tion by the decedent’s employer or former 
employer to the purchase price of such con
tract or agreement (whether or not to an 
employee’s trust or fund forming part of a 
pension, annuity, retirement, bonus or profit 
sharing plan) shall be considered to be con
tributed by the decedent if made by reason 
of his employment.

(c) E xem ption  o f  a n n u ities  u n der cer ta in  
t ru s ts  an d  p lans. Notwithstanding the pro
visions of this section or of any provision 
of law, there shall be excluded from the 
gross estate the value of an annuity or other

payment receivable by any beneficiary (other 
than the executor) under—

(1) An employees’ trust (or under a con
tract purchased by an employees’ trust) 
forming part of a pension, stock bonus, or 
profit-sharing plan which, at the time of 
the decedent’s separation from employment 
(whether by death or otherwise), or at the 
time of termination of the plan if earlier, 
met the requirements of section 401 (a); or

(2) A retirement annuity contract pur
chased by an employer (and not by an em
ployees’ trust) pursuant to a plan which, 
a t the time of decedent’s separation from 
employment (by death or otherwise), or at 
the time of termination of the plan if earlier, 
met the requirements of section 401 (a) (3).
If such amounts payable after the death of 
the decedent under a plan described in para
graph (1) or (2) are attributable to any 
extent to payments or contributions made 
by the decedent, no exclusion shall be al
lowed for that part of the value of such 
amounts in the proportion that the total 
payments or contributions made by the 
decedent bears to thè total payments or con
tributions made. For purposes of this sub
section, contributions or payments made by 
the decedent’s employer or former employer 
under a trust or plan described in this sub
section shall not be considered to be con
tributed by the decedent. This subsection 
shall apply to all decedents dying after De
cember 31,1953.

§ 20.2039-1 Annuities—(a) In gen
eral. A decedent’s gross estate includes 
under section 2039 (a) and (b) the value 
of an  annuity or other payment receiv
able by any beneficiary by reason of sur
viving the decedent under certain agree
ments or plans to the extent that the 
value of the annuity or other payment is 
attributable to contributions made by the 
decedent or his employer. Section 2039
(a) and (b), however, has no applica
tion to an amount which constitutes the 
proceeds of insurance under a  policy on 
the decedent’s life. Paragraph (b) of 
this section describes the agreements or 
plans to which section 2039 (a) and (b) 
applies; paragraph (c) provides rules 
for determining the amount includible 
in the decedent’s gross estate; and para
graph (d) distinguishes proceeds of life 
insurance. See section 2039 (c) and 
§ 20.2039-2 for special rules relating to 
annuities and other payments under 
“qualified plans”.

(b) Agreements or plans to which sec
tion 2039 (a) and (b) applies. Section 
2039 (a) and (b) applies to the value of 
an annuity or other payment receivable 
by any beneficiary under any form of 
contract or agreement entered into after 
March 3,1931, under which—

(1) An annuity or other payment was 
payable to the decedent, either alone or 
in conjunction with anothe)TT>erson or 
persons, for his life or for any period 
not ascertainable without reference to 
his death or for any period which does. 
not in fact end before his death, or

(2) The decedent possessed, for his life 
or for any period not ascertainable with
out reference to his death or for any 
period which does not in fact end before 
his death, the right to receive such an 
annuity or other payment, either alone 
or in conjunction with another person 
or persons.
The term “annuity or other payment” as 
used with respect to both the decedent 
and the beneficiary has reference to one
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or more payments extending over any 
period of time. The payments may be 
equal or unequal, conditional or uncon
ditional, periodic or sporadic. The term 
“contract or agreement” includes any ar
rangement, understanding or plan, or 
any combination of arrangements, un
derstandings or plans arising by reason 
of the decedent’s employment. An an
nuity or other payment "was payable” to 
the decedent if, at the time of his death, 
the decedent was in fact receiving an an
nuity or other payment, whether or not 
he had an enforceable right to have pay
ments continued. The decedent “pos
sessed the right to receive” an annuity or 
other payment if, immediately before his 
death, the decedent had an enforceable 
right to receive payments at some time in 
the future, whether or not, at the time of 
his death, he had a present right to re
ceive payments. For the meaning of the 
phrase “for his life or for any period not 
ascertainable without reference to his 
death or for any period which does not in 
fact end before his death”, see section 
2036 and § 20.2036-1. The application 
of this paragraph is illustrated and more 
fully explained in the following ex
amples. In each example: (i) it is as
sumed that all transactions occurred 
after March 3,1931, and (ii) the amount 
stated to be includible in the decedent’s 
gross estate is determined in accordance 
with the provisions of paragraph (c) of 
this section.

Example (1). The decedent purchased an 
annuity contract under the terms of which 
the Issuing company agreed to pay an an
nuity to the decedent for his life and, upon 
his death, to pay a specified lump sum to his 
designated beneficiary. The decedent was 
drawing his annuity at the time of his death. 
The amount of the lump sum payment to the 
beneficiary is includible in the decedent’s 
gross estate under section 2039 (a) and (b)-<

Example (2). Pursuant to  a retirement 
plan, the employer made contributions to a 
fund which was to provide the employee, 
upon his retirement at age 60, with an an
nuity for life, and which was to provide the 
employee’s wife, upon his death after retire
ment, with a similar annuity for life. The 
benefits under the plan were completely for
feitable during the employee’s life, but upon 
ills death after retirement, the benefits to 
the wife were forfeitable only upon her re
marriage. The employee had no right to 
originally designate or to ever change the 
employer’s designation of the surviving bene
ficiary. The retirement plan at no time met 
the requirements of section 401 (a) (relating 
to qualified plans). Assume that the em
ployee died at age 61 after the employer 
started payment of his annuity as described 
above. The value of the wife’s annuity is 
Includible in the decedent’s gross estate un
der section 2039 (a) and (b). Includibility 
in this case is based on the fact that the an
nuity to the decedent “was payable” at the 
time of his death. The fact tha t his annuity 
may have been forfeited is of no consequence. 
Nor is it important that the decedent had no 
right to choose the surviving beneficiary. 
The element of forfeitability in the wife’s 
annuity may be taken into account only with 
respect to the valuation of the annuity in 
the decedent’s gross estate.

Example (3). Pursuant to a retirement 
plan, the employer made contributions to a 
fund which was to provide the employee, 
upon his retirement a t age 60, with an 
annuity of $100 per month for life, and 
which was to provide his designated bene
ficiary, upon the employee’s death after re
tirement, with a similar annuity for life.

The plan further provided that if the em
ployee should die before reaching the retire
ment age, a lump sum payment representing 
the amount of the employer’s contributions 
credited to the employee’s account would be 
paid to the designated beneficiary in lieu 
of the annuity described above. The benefits 
under the plan were forfeitable only in the 
event of misconduct. The plan at no time 
met the requirements of section 401 (a) 
(relating to qualified plans). Assume that 
the employee died at age 59 and that his 
designated beneficiary was paid the specified 
lump sum payment. Such amount is in
cludible in the decedent’s gross estate under 
section 2039 (a) and (b). Since, immedi
ately before his death, the employee had an 
enforceable right to receive an annuity upon 
his retirement at age 60, he is considered 
to have “possessed the right to receive” an 
annuity as that term is used in section 
2039 (a).

Example (4). Pursuant to a retirement 
plan, the employer made contributions to a 
fund which was to provide the employee, 
upon his retirement a t age 60, with an 
annuity for life, and which was to provide 
his designated beneficiary, upon the em
ployee’s death after retirement, with a simi
lar annuity for life. The plan provided, how
ever, that no benefits were payable in the 
event of the employee’s death before retire
ment. The retirement plan at no time met 
the requirements of section 401 (a) (relating 
to qualified plans). Assume that the em
ployee died at age 59 but tha t the employer 
nevertheless started payment of an annuity 
in a slightly reduced amount to the desig
nated beneficiary. The value of the annuity 
is not Includible in the decedent’s gross estate 
under section 2039 (a) and (b). Since the 
employee died before reaching the retirement 
age, the employer was under no obligation 
to pay the annuity to the employee’s desig
nated beneficiary. Therefore, the annuity 
was not paid under a “contract or agree
ment” as that term is used in section 2039 
(a). If, however, it can be established that 
the employer has consistently paid an annu
ity under such circumstances, the annuity 
will be considered as having been paid under 
a “contract or agreement”.

Example (5). The employer made contri
butions to a retirement fund which were 
credited to the employee’s Individual account. 
Under the plan, the employee was to  receive 
half the amount credited to his account 
upon his retirement at age 60, and his 
designated beneficiary was to receive the 
other half upon the employee’s death. If 
the employee should die before reaching the 
retirement age, the entire amount credited 
to his account was to be paid to the desig
nated beneficiary. The retirement plan at 
no time met the requirements of section 
401(a) (relating to qualified plans). Assume 
that the employee received half the amount 
eredited to his account upon reaching the 
retirement age and tha t he died shortly 
thereafter. Since such payment to the em
ployee was not payable for his life or for any 
period not ascertainable without reference 
to his death, or for any period which did not 
in fact end before his death, the amount of 
the payment to the designated beneficiary 
is not includible in the decedent’s gross 
estate under this section. However, the 
beneficiary’s payment may be includible in 
the decedent’s gross estate under some 
other section of part 3 of subchapter A of 
chapter 11.

Example (6). The employer made contri
butions to two different funds set up under 
two different plans. One plan was to provide 
the employee, upon his retirement a t age 60, 
with an annuity for life, and the other plan 
was to provide the employee’s designated 
beneficiary, upon the employee’s death, with 
a similar annuity for life. Each plan was 
established at a different time and each 
plan was administered separately in every 
respect. Neither plan at any time met the

requirements of section 401 (a) (relating 
to qualified plans). The value of the desig
nated beneficiary’s annuity is includible in 
the employee’s gross estate. All rights and 
benefits accruing to an employee and to 
others by reason of the employment (except 
rights and benefits accruing under certain 
plans meeting the requirements of section 
401 (a) (see § 20.2039-2)) are considered 
together in determining whether or not sec
tion 2039 (a) and (b) applies. The scope 
of section 2039 (a) and (b) cannot be limited 
by indirection.

(c) Amount includible in the gross 
estate. The amount to be included in a 
decedent’s gross estate under section 
2039 (a) and (b) is an amount which 
bears the same ratio to the value at the 
decedent’s death of the annuity or other

jpayment receivable by the beneficiary as 
the contribution made by the decedent, 
or made by his employer (or former em
ployer) for any reason connected with 
his employment, to the cost of the con
tract or agreement bears to its total cost. 
In applying this ratio, the value a t the 
decedent’s death of the annuity or other 
payment is determined in accordance 
with the rules set forth in §§ 20.2031-1,
20.2031-7, 20.2031-8, and 20.2031-9. The 
application of this paragraph may be 
illustrated by the following examples:

Example (1). On January 1, 1945, the 
decedent and his wife each contributed 
$15,000 to the purchase price of an annuity 
contract under the terms of which the Issu
ing company agreed to pay an annuity to the 
decedent and his wife for their Joint lives 
and to continue the annuity to the survivor 
for his life. Assume tha t the value of the 
survivor’s annuity at the decedent’s death 
(computed under § 20.2031-8) is $20,000. 
Since the decedent contributed half of the 
cost of the contract, the amount to be in
cluded in his gross estate under section 
2039 (a) and (b) is $10,000.

Example (2). Under the terms of an em
ployment contract entered into on January 
1, 1945, the employer and the employee made 
contributions to a fund which was to provide 
the employee, upon his retirement at age 60, 
with an annuity for life, and which was to 
provide his designated beneficiary, upon the 
employee’s death, with a similar annuity for 
life. The retirement fund a t no time 
formed part of a plan meeting the require
ments of section 401 (a) (relating to quali
fied plans). Assume tha t the employer and 
the employee each contributed $5,000 to the 
retirement fund. Assume, further, that the 
employee died after retirement at which 
time the value of the survivor’s annuity was 
$8,000. Since the employer’s contributions 
were made by reason of the decedent’s em
ployment, the amount to be included in his 
gross estate under section 2039 (a) and (b) 
is the entire $8,000. If, in the above example, 
only the employer made contributions to the 
fund, the amount to be included in the gross 
estate would still be $8,000.

(d) Insurance under policies on the 
life of the decedent. If an annuity or 
other payment receivable by a bene
ficiary under a contract or agreement 
is in substance the proceeds of insurance 
under a policy on the life of the de
cedent, section 2039 (a) and (b) does not 
apply. For the extent to which such 
an annuity or other payment is in
cludible in a decedent’s gross estate, see 
section 2042 and § 20.2042-1. A combi
nation annuity contract and life in
surance policy on the decedent’s life 
(e. g., a "retirement income” policy with 
death benefits) which matured during
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the decedent’s life so that there was 
no longer an insurance element under 
the contract at the time of the decedent’s 
death is subject to the provisions of sec
tion 2039 (a) and (b). On the other 
hand, the ^treatment of a combination 
annuity contract and life insurance 
policy on the decedent’s life which did 
not mature during the decedent’s life 
depends upon the nature of the contract 
at the time of the decedent’s death. The 
nature of the contract is generally de
termined by the relation of the termi
nal reserve value of the policy to the 
value of the death benefit a t the time 
of the decedent’s death. If the decedent 
dies before the terminal reserve value 
equals the death benefit, there is still an 
insurance element under the contract. 
The contract is therefore considered, for 
estate tax purposes, to be an insurance 
policy subject to the provisions of sec
tion 2042. However, if the decedent dies 
after the terminal reserve value equals 
the death benefit, there is no longer an 
insurance element under the contract. 
The contract is therefore considered to 
be a contract for an annuity or other 
payment subject to the provisions of 
section 2039 (a) and (b) or some other 
provision of sections 2033 through 2041. 
Notwithstanding the relation of the 
terminal reserve value to the value of the 
death benefit, a contract under which the 
death benefit could never exceed the 
total premiums paid, plus interest, con
tains no insurance element.'

Example. Pursuant to a retirement plan 
established January 1, 1945, the employer 
purchased a contract from an insurance 
company which was to provide the employee, 
upon his retirement at age 65, with an an
nuity of $100 per month for life, and which 
was to provide his designated beneficiary, 
upon the employee’s death after retirement, 
with a similar annuity for life. The contract 
further provided that if the employee should 
die before reaching the retirement age, a 
lump sum payment of $15,000 would be 
paid to his designated beneficiary in lieu of 
the-annuity described above. The benefits 
under the retirement plan were forfeitable 
only in the event of misconduct. The plan 
a t no time met the requirements of section 
401 (a) (relating to qualified plans). As
sume tha t the terminal reserve value of the 
contract a t the retirement age would be 
$15,000. If the employee died after reach
ing the retirement age, the death benefit 
to the designated beneficiary would con
stitute an annuity, the value of which would 
be includible in the employee’s gross estate 
under section 2039 (a) and (b). If, on the 
other hand, the employee died before reach
ing his retirement age, the death benefit 
to the designated beneficiary would con
stitute insurance under a policy on the 
life of the decedent since the terminal re
serve value would be less than the death 
benefit. Accordingly, its includibility would 
depend upon section 2042 and § 20.2042-1.

§ 20.2039-2 Annuities under “quali
fied plans”—(a) In general. Section 
2039 (c) excludes from the decedent’s 
gross estate the value of an annuity 
or other payment receivable under cer
tain “qualified plans” to the extent pro
vided in paragraph (c) of this section. 
The exclusion, however, is limited to 
amounts which would, if it were not for 
section 2039 (c), be includible in the 
decedent’s gross estate under section 
2039 (a) and (b). For example, if a pay
ment to a  beneficiary constituted pro

ceeds of insurance under a policy on the 
decedent’s life, determined in accord
ance with § 20.2039-1 (d), the payment 
would not be includible in the decedent’s 
gross estate under section 2039 (a) and
(b) . Under such circumstances, section 
2039 (c) would not apply.

(b) Plans to which section 2039 (c)' 
applies. Section 2039 (c) excludes from 
a decedent’s gross estate, to the extent 
provided in paragraph (c) of this section, 
the value of an annuity or other payment 
receivable by any beneficiary (except the 
value of an annuity or other payment 
receivable by or for the benefit of the 
decedent’s estate) under—

(1) An employees’ trust (or under a 
contract purchased by an employees’

„ trust) forming part of a pension, stock 
'bonus, or profit-sharing plan which, at 
the time of the decedent’s separation 
from employment (whether by death or 
otherwise), or at the time of the earlier 
termination of the plan, met the require
ments of section 401 (a), or

(2) A retirement annuity contract 
purchased by an employer (and not by an 
employees’ trust) pursuant to a plan 
which, at the time of decedent’s separa
tion from employment (by death or 
otherwise), or at the time of the earlier 
termination of the plan, met the require
ments of section 401 (a) (3) through 
( 6) .

Section 2039 (c) applies to estates of all 
decedents dying after December 31,1953, 
and, solely for purposes of applying sec
tion 2039 (c), section 2039 (a) and (b) 
applies to estates of all decedents dying 
after December 31, 1953. For the mean
ing of the phrase “receivable by or for 
the benefit of the decedent’s estate”, see 
§ 20.2042-1 (b). The application of this 
paragraph may be illustrated by the fol
lowing example:

Example. Pursuant to a pension plan 
established January 1, 1945, the employer 
made contributions to a trust which was to 
provide the employee, upon his retirement 
at age 60, with an annuity for life, and 
which was to provide the employee’s wife, 
upon his death, with a similar annuity for 
life. No contributions were made to the 
trust by the employee. At the time of the 
employee’s retirement, the pension trust 
formed part of a plan meeting the require
ments of section 401 (a). Assume that the 
employee died at age 61 after the employer 
started payment of his annuity as described 
above. If it were not for section 2039 (c), 
the value of the wife’s annuity would be 
includible in the decedent’s gross estate 
under section 2039 (a) and (b). Under sec
tion 2039 (c), however, such amount is ex
cludable from the decedent’s gross estate. 
If, in this example, the employer provided 
other benefits under nonqualified plans, the 
exclusion under section 2039 (c) would not 
be affected since, in applying section 2039
(c) , each qualified plan is to be considered 
separately and without regard to any other 
benefits provided by the employer.

(c) Amount excludable frofn the gross 
estate. (1) The amount to be excluded 
from a decedent’s gross estate under sec
tion 2039 (c) is an amount which bears 
the same ratio to the value at the dece
dent’s death of the annuity or other pay
ment receivable by the beneficiary as the 
employer’s contribution (or a contribu
tion made on his behalf) to the plan on 
the employee’s account bears to the total

contributions to the plan on the em
ployee’s account. In applying this ratio, 
the value at the decedent’s death of the 
annuity or other payment is determined 
in accordance with the rules set forth in 
§§2p.2031-l, 20.2031-7, 20.2031-8, and
20.2031- 9.

(2) In certain cases, the employer’s 
contribution (or a contribution made on 
his behalf) to a plan on the employee’s 
account and thus the total contributions 
to the plan on the employees’ account 
cannot be readily ascertained. In order 
to apply the ratio stated in subparagraph 
(1 ) of this paragraph in such cases, the 
method outlined in the following sen
tences must be used unless a more pre
cise method is presented. Assume that 
the total contributions to the plan on 
the employee’s account is the value of 
any annuity or other payment payable 
to the decedent and his survivor com
puted as of the time the decedent’s rights 
first mature (or as of the time the sur
vivor’s rights first mature if the dece
dent’s rights never mature) and 
computed in accordance with the rules 
set forth in §§ 20.2031-1, 20.2031-7,
20.2031- 8, and 20.2031-9. By subtracting 
from such value the amount of the em
ployee’s contribution to the plan, the 
amount of the employer’s contribution to 
the plan on the employee’s account may 
be obtained. The application of this 
paragraph may be illustrated by the fol
lowing example:

Example. Pursuant to a pension plan es
tablished January 1, 1945, the employer and 
the employee contributed to a trust which 
was to provide the employee, upon his retire
ment at age 60, with an annuity for life, and 
which was to provide the employee’s wife, 
upon his death, with a similar annuity for 
life. At the time of the employee’s retire
ment, the pension trust formed part of a 
pian meeting the requirements of section 401
(a) . Assume the following: (i) that the 
employer’s contributions to the fund were not 
credited to the accounts of individual em
ployees; (ii) that the value of the employee’s 
annuity and his wife’s annuity, computed as 
of the time of the decedent’s retirement, was 
$40,000; (iii) that the employee contributed 
$10,000 to the plan; and (iv) that the value 
at the decedent’s death of the wife’s annuity 
was $16,000. On the basis of these facts, the 
total contributions to the fund on the em
ployee’s account are presumed to be $40,000 
and the employer’s contribution to the plan 
on the employee’s account is presumed to be 
$30,000 ($40,000 less $10,000). If it were not 
for section 2039 (c), the value of the wife’s 
annuity ($16,000) would be includible in the 
decedent’s gross estate under section 2039 (a) 
and (b). Under section 22039 (c), however,

/  $30,000 \$12,000 ( $16,000 X 00q- ) of such amount
is excludable from the decedent’s gross es
tate. Compare this result with the result 
reached in the example set forth in paragraph
(b) of this section in which all contributions 
to the plan were made by the employer.

§ 20.2040 Statutory provisions; joint 
interests.

Sec. 2040. Joint interests. The value of 
the gross estate shall include the value of 
all property (except real property situated 
outside of the United States) to the extent 
of the interest therein held as joint tenants 
by the decedent and any other person, or 
as tenants by the entirety by the decedent 
and spouse, or deposited, with any person 
carrying on the banking business, in their 
joint names and payable to either or the
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survivor, except such part thereof as may 
be shown to have originally belonged to such 
other person and never to have been re
ceived or acquired by the latter from the 
decedent for less than an adequate and full 
consideration in money or money’s worth: 
Provided, That where such property or any 
part thereof, or part of the consideration with 
which such property was acquired, is shown 
to have been at any time acquired by such 
other person from the decedent for less than 
an adequate and full consideration in money 
or money’s worth, there shall be excepted 
only such part of the value of such property 
as is proportionate to the consideration fur
nished by such other person: P rovided  fu r
ther, That where any property has been 
acquired by gift, bequest, devise, or inheri
tance, as a tenancy by the entirety by the 
decedent and spouse, then to the extent of 
one-half of the value thereof, or, where so 
acquired by the decedent and any other 
person as joint tenants and their Interests 
are not otherwise specified or fixed by law, 
then to the extent of the value of a frac
tional part to be determined by dividing the 
value of the property by the number of 
joint tenants.

§ 20.2040-1 Joint interests—(a) In 
general. A decedent’s gross estate in
cludes under section 2040 the value of 
property held jointly a t the time of the 
decedent’s death by the decedent and 
another person or jpersons with right of 
survivorship, as follows:

(1) To the extent that the property 
was acquired by the decedent and the 
other joint owner or owners by gift, 
devise, bequest, or inheritance, the de
cedent’s fractional share of the property 
is included.

(2) In all other cases, the entire 
value of the property is included 
except such part of the entire value 
as is attributable to the amount of the 
consideration in money or money’s 
worth furnished by the other joint owner 
or owners. See § 20.2043-1 with respect 
to adequacy of consideration. Such part 
of the entire value is that portion of the 
entire value of the property a t the de
cedent’s death (or at the alternate valua
tion date described in section 2032) 
which the consideration in money or 
money’s worth furnished by the other 
joint owner or owners bears to the total 
cost of acquisition and capital additions. 
In determining the consideration fur
nished by the other joint owner or own
ers, there is taken into account only that 
portion of such consideration which is 
shown not to be attributable to money or 
other property acquired by the other 
joint owner or owners from the decedent 
for less than a full and adequate consid
eration in money or money’s worth. 
I*roperty will not be treated as having 
been acquired from the decedent for less 
than adequate and full consideration in 
money or money’s worth if it represents 
income from property acquired from the 
decedent. For this purpose, gain 
(whether realized or unrealized) result
ing from appreciation in the value of 
property is not “income” from property.
The entire value of jointly held property 
is included in a decedent’s gross estate 
unless the executor submits facts suffi
cient to show that property was not 
acquired entirely with consideration 
furnished by the decedent, or was 
acquired by the decedent and the other
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joint owner or owners by gift, bequest, 
devise, or inheritance.

(b) [ M e a n i n g of “property held 
jointly”. Section 2040 specifically covers 
property held jointly by the decedent and 
any other person (or persons), property 
held by the decedent and spouse as 
tenants by the entirety, and a deposit of 
money, or a bond or other instrument, in 
the name of the decedent and any other 
person and payable to either or the sur
vivor. The section applies to all classes 
of property, whether real or personal, 
and regardless of when the joint interests 
were created. Furthermore, it makes no 
difference that the survivor takes the 
entire interest in the property by right 
of survivorship and that no interest 
therein forms a  part of the decedent’s 
estate^ for purposes of administration. 
The section has no application to prop
erty held by the decedent and any other 
person (or persofis) as tenants in 
common.

(c) Examples. The application of this 
section may be explained in the following 
examples in each of which it is assumed 
that the other joint owner or owners 
survived the decedent:

(1) If the decedent furnished the 
entire purchase price of the jointly held 
property, the value of the entire property 
is included in his gross estate;

(2) If the decedent furnished a part 
only of the purchase price, only a cor
responding portion of the value of the 
property is so included;

(3) If the decedent furnished no part 
of the purchase price, no part of the 
value of the property is so included;

(4) If the decedent, before the acqui
sition of the property by himself and the 
other joint owner, gave the latter a sum 
of money or other property which there
after became the other joint owner’s 
entire contribution to the purchase price, 
then the value of the entire property is 
so included, notwithstanding the fact 
that the other property may have ap
preciated in value due to market condi
tions between the time of the gift and 
the time of the acquisition of the jointly 
held property;

(5) If the decedent, before the acqui
sition of the property by himself and 
the other joint owner, transferred to the 
latter for less than an adequate and full 
consideration in money or money’s worth 
other income-producing property, the 
income from which belonged to and be
came the other joint owner’s entire con
tribution to the purchase price, then the 
value of the jointly held property less 
that portion attributable to the income 
which the other joint owner did furnish 
is included in the decedent’s gross 
estate;

(6) If the property originally belonged 
to the other joint owner and the decedent 
purchased his interest from the other 
joint owner, only that portion of the 
value of the property attributable to the 
consideration paid by the decedent is 
included;

(7) If the decedent and his spouse ac
quire the property by will or gift as 
tenants by the entirety, half of the value 
of the property is included in the de
cedent’s gross estate; and
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(8) If the decedent and his two broth
ers acquired the property by will of gift 
as joint tenants, a third of the value <Ji 
the property is so included.

(d) Contemplation of death. If a de
cedent’s fractional interest in joint ten
ancy property is given away in contem
plation of death, his fractional interest 
is nevertheless includible in his gross 
estate under section 2035. If a joint 
tenancy in property is severed during 
the decedent’s life in contemplation of 
death, as by converting it into a tenancy 
in common, the fractional interest of the 
other owner (or owners) is not included 
in the decedent’s gross estate under 
either section 2035 or section 2040 if the 
decedent has no remaining interest in or 
control over such interest even though 
the decedent furnished the entire con
sideration for the property.

§ 20.2041 Statutory provisions; pow
ers of appointment.

Sec. 2041. Pow ers o f a p p o in tm e n t—(a) In  
general. The value of the gross estate shall 
Include the value of all property (except real 
property situated outside of the United 
States)—

(1 ) Pow ers o f  a p p o in tm e n t crea ted  on  or 
before O ctober 21, 1942. To the extent of 
any property with respect to which a general 
power of appointment created on or be
fore October 21, 1942, is exercised by the 
decedent—

(A) By wiU, or
(B) By a disposition which is of such na

ture tha t if it were a transfer of property 
owned by the decedent, such property would 
be includible in the decedent’s gross estate 
under sections 2035 to 2038, inclusive;
but the failure to exercise such a power or 
the complete release of such a power shall 
not be deemed an exercise thereof. If a gen
eral power of appointment created on or 
before October 21, 1942, has been partiaUy 
released so that it is no longer a general 
power of appointment, the exercise of such 
power shall not be deemed to be the exercise 
of a general power of appointment if—

(1) Such partial release occurred before 
November 1, i951, or

(ii) The donee of such power was under 
a legal disability to release such power on 
October 21, 1942, and such partial release 
occurred not later than 6 months after the 
termination of such legal disability.

(2) - Pow ers crea ted  a fte r  O ctober 21, 1942. 
To the extent of any property with respect to 
which the decedent has at the time of his 
death a general power of appointment cre
ated after October 21, 1942, or with respfect to 
which the decedent has at any time exercised 
or released such a power of appointment by 
a disposition which is of such nature that 
if it were a transfer of property owned by 
the decedent, such property would be in
cludible in the decedent’s gross estate under 
sections 2035 to 2038, Inclusive. A disclaimer 
or renunciation of such a power of appoint
ment shall not be deemed a release of such 
power. For purposes of this paragraph (2), 
the power of appointment shall be considered 
to exist on the date of the decedent’s death 
even though the exercise of the power is 
subject to a precedent giving of notice or 
even though the exercise of the power takes 
effect only on the expiration of a stated 
period after its exercise, whether or not on 
or before the date of the decedent’s death 
notice has been given or the power has been 
exercised.

(3 ) C reation  o f an o th er pow er in  certa in  
cases. To the extent of any property with 
respect to which the decedent—

(A) By will, or
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(B) By a disposition which, is of such 

nature tha t if it were a transfer of property 
owned by the decedent such property would 
be includible in the decedent’s gross estate 
under section 2035, 2036, or 2037,
exercises a power of appointment created 
after October 21, 1942, by creating another 
power of appointment which under the ap
plicable local law can be validly exercised so 
as to postpone the vesting of any estate or 
interest in such property, or suspend the 
absolute ownership or power of alienation of 
such property, for a period ascertainable 
without regard to the date of the creation of 
the first power.

(b) D efin itions. For purposes of subsec
tion (a) —

(1) G eneral pow er o f a p p o in tm e n t.  The 
term “general power of appointment” means 
a power which is exercisable in favor of the 
decedent, his estate, his creditors, or the 
creditors of his estate; except that—

(A) A power to consume, invade,* or ap
propriate property for the benefit of the 
decedent which is limited by an ascertainable 
standard relating to the health, education, 
support, or maintenance of the decedent shall 
not be deemed a general power of appoint
ment.

(B) A power of appointment created on or 
before October 21, 1942, which is exercisable 
by the decedent only in conjunction with 
another person shall not be deemed a general 
power of appointment.

(C) In the case of a power of appointment 
created after October 21, 1942, which is 
exercisable by the decedent only in conjunc
tion with another person—

(1) If the power is not exercisable by the 
decedent except in conjunction with the 
creator of the power—such power shall not 
be deemed a general power of appointment.

(ii) If the power is not exercisable by the 
decedent except in conjunction with a per
son having a substantial Interest in the 
property, subject to the power, which is 
adverse to exercise of the power in favor of 
the decedent—such power shall not be 
deemed a general power of appointment. 
For the purposes of this" clause a person who, 
after the death of the decedent, may be 
possessed of a power of appointment (with 
respect to the property subject to the dece
dent’s power) which he may exercise in his 
own favor shall be deemed as having an 
interest in the property and such interest 
shall be deemed adverse to such exercise of 
the decedent’s power.

(iii) If (after the application of clauses 
(i) and (ii)) the power is a general power 
of appointment and is exercisable in favor 
of such other person—such power shall be 
deemed a general power of appointment only 
in respect of a fractional part of the property 
subject to such power, such part to be deter
mined by dividing the value of such property 
by the number of such persons (including 
the decedent) in favor of whom such power 
is exercisable.
For purposes of clauses (ii) and (iii), a 
power shall be deemed to be exercisable in 
favor of a person if it is exercisable in favor 
of such person, his estate, his creditors, or 
the creditors of his estate.

(2) Lapse o f pow er. The lapse of a power 
of appointment created after October 21, 
1942, during the life of the individual 
possessing the power shall be considered a 
release of such power. The preceding sen
tence shall apply with respect to the lapse of 
powers during any calendar year only to the 
extent that the property, which could have 
been appointed by exercise of such lapsed 
powers, exceeded in value, at the time of such 
lapse, the greater of the following amounts t

(A) $5,000, or
(B) 5 percent of the aggregate value, at 

the time of such lapse, of the assets out of 
which, or the proceeds of which, the exercise

of the lapsed powers could have been 
satisfied.

(3) D ate o f crea tion  of pow er. For pur
poses of this section, a power of appointment 
created by a will executed on- or before Octo
ber 21, 1942, shall be considered a power 
created on or before such date if the person 
executing such will dies before July 1, 1949, 
without having republished such will, by 
codicil or otherwise, after October 21, 1942.

§ 20.2041-1 Powers of appointment; 
in general—(a) Introduction. A dece
dent’s gross estate includes under section 
2041 the value of property in respect of 
which the decedent possessed, exercised, 
or released certain powers of appoint
ment. This section contains rules of 
general application; § 20.2041-2 contains 
rules specifically applicable to general 
powers . of appointment created on or 
before October 21, 1942; and § 20.2041-3 
sets forth specific rules applicable to gen
eral powers of appointmént created after 
October 21,1942.

(b) Definition of “power of appoint
ment”—(1) In general. The term “power 
of appointment” includes all powers 
which are in substance and effect powers 
of appointment regardless of the nomen
clature used in creating the power and 
regardless of local prpperty law connota
tions. For example, if a trust instru
ment provides that the beneficiary may 
appropriate or consume the principal of 
the trust, the power to consume or ap
propriate is a power of appointment. 
Similarly, a power given to a decedent to 
affect the beneficial enjoyment of trust 
property or its income by altering, 
amending, or revoking the trust instru
ment or terminating the trust is a power 
of appointment. If the community 
property laws of a State confer upon the 
wife a power of testamentary disposition 
oyer property in which she does not have 
a Vested interest she is considered as hav
ing a power of appointment. A power 
in a donee to remove or discharge a trus
tee and appoint himself, may be a power 
of appointment. For example, if under 
the terms of a trust, the trustee or his 
successor has the power to appoint the 
principal of the trust for the benefit of 
individuals including himself, and the 
decedent has the unrestricted power to 
remove or discharge the trustee at any 
time and appoint any other person or 
class which could include himself, the 
decedent is considered as having a power 
of appointment. However, the decedent 
is not considered to have a power of ap
pointment if he only had the power to 
appoint a successor, including himself, 
under limited conditions which did not 
exist at the time of his death, without 
an accompanying unrestricted power of 
removal. Similarly, a power to amend 
only the administrative provisions of a 
trust instrument, which cannot affect the 
beneficial enjoyment of the trust prop
erty or income, is not a power of 
appointment. The mere power of man
agement, investment, custody of assets, 
or the power to allocate receipts and 
disbursements as between income and 
principal, exercisable in a fiduciary 
capacity, whereby the holder has no 
power to enlarge or shift any of the bene
ficial interests therein except as an in
cidental consequence of the discharge 
of such fiduciary duties is not a power

of appointment. Further, the right in 
a beneficiary of a trust to assent to a 
periodic accounting, is not a power of 
appointment if the right of assent does 
not consist of any power or right to en
large or shift the beneficial interest of 
any beneficiary therein.

(2) Relation to other sections. For 
purposes of § § 20.2041-1 t h r o u g h  
20.2041-3, the term “power of appoint
ment” does not include powers reserved 
by the decedent to himself within the 
concept of sections 2036 through 2038. 
(See §§ 20.2036-1 through 20.2038-1.) 
No provision of section 2041 or of 
§§ 20.2041-1 through 20.2041-3 is to be 
construed as in any way limiting the 
application of any other section of the 
Internal Revenue Code of 1954 or of 
these regulations. The power of the 
owner of a property interest already pos
sessed by him to dispose of his interest, 
and nothing mpre, is not a power of 
appointment, and the interest is includi
ble in his gross estate to the extent it 
would be includible under section 2033 
or other provisions of the Internal Rev
enue Code of 1954. For example, if a 
trust created by S provides for payment 
of the income to A for life with power 
in A to appoint the remainder by will 
and, in default of such appointment for 
payment of the income to A’s widow, W, 
for her life and for payment of the re
mainder to A’s estate, the value of A’s 
interest in the remainder is includible in 
his gross estate under section 2033 re
gardless of its includibility under section 
2041.

(3) Powers over a portion of property. 
If a power of appointment exists as to 
part of an entire group of assets or only 
over a limited interest in property, sec
tion 2041 applies only to such part or 
interest. For example, if a trust created 
by S provides for he~*,d,yment of income 
to A for life, tl ; to W for life, with 
power in A to Appoint the remainder by 
will and in default of appointment for 
payment of the remainder to B or his 
estate, and A dies before W, section 2041 
applies only to the value of the remainder 
interest excluding W’s life estate. If A 
dies after W section 2041 would apply to 
the entire property. If the power were 
only over half the remainder, section 
2041 would apply only to half the value 
of the remainder interest.

(c) Definition of “general power of 
appointment”—(1) In general. The 
term “general power of appointment” as 
defined in section 2041 (b) (1) means 
any power of appointment exercisable 
in favor of the decedent, his estate, his 
creditors, or the creditors of his estate, 
except (i) joint powers, to the extent 
provided in §§ 20.2041-2 and 20.2041-3, 
and (ii) certain powers limited by an 
ascertainable standard, to the extent 
provided in subparagraph (2) of this 
paragraph. A power of appointment ex
ercisable to meet the estate tax, or any 
other taxes, debts, or charges which are 
enforceable against the estate, is included 
within the meaning of a power of ap
pointment exercisable in favor of the de
cedent, his estate, his creditors, or the 
creditors of his estate. A power of ap
pointment exercisable for the purpose of 
discharging a legal obligation of the de-
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cedent or for his pecuniary benefit is 
considered a power of appointment exer
cisable in favor of the decedent or his 
creditors. However, for purposes of 
§§20.2041-1 through 20.2041-3, a power 
of appointment not otherwise considered 
to be a general power of appointment is 
not treated as a general power of ap
pointment merely by reason of the fact 
that an appointee may, in fact, be a 
creditor of the decedent or his estate. 
A power of appointment is not a general 
power if by its terms it is either—

(a) Exercisable only in favor of one 
or more designated persons or classes 
other than the decedent or his creditors 
(if the power is exercisable during life), 
or his estate, or the creditors of his 
estate, or
(b) Expressly not exercisable in favor 

of the decedent or his creditors (if the 
power is exercisable during life), his 
estate, or the creditors of his estate.
A. decedent may have two powers under 
the same instrument, one of which is a 
general power of appointment and the 
other of which is not. For example, a 
beneficiary may have a power to with
draw trust corpus during his life, and 
a testamentary power to appoint the 
corpus among his descendants. The 
testamentary power is not a general 
power of appointment.

(2) Powers limited, by an ascertainable 
standard. A power to consume, invade, 
or appropriate income or corpus, or 
both, for the benefit of the decedent 
which is limited by an ascertainable 
standard relating to the health, educa
tion, support, or maintenance of the 
decedent is, by reason of section 2041
(b) (1) (A), not a general power of ap
pointment. A power is limited by such 
a standard if the extent of the holder’s 
duty to exercise and not to exercise the 
power is reasonably measurable in terms 
of his needs for health, education, or 
support (or any combination of them ). 
The words “support” and “maintenance” 
are synonymous. While their meaning 
is not limited to the bare necessities of 
life, and includes other reasonable living 
expenses, it does not necessarily extend 
to all expenditures that might be con
sidered customary in the decedent’s posi
tion in life. A power to use property 
for the comfort,, welfare, or happiness 
of the holder of the power is not limited 
by the requisite standard. Examples of 
powers which are limited by the requisite 
standard are powers exercisable for the 
holder’s “support,” “support in reason
able comfort,” “reasonable comfort and 
support,” “maintenance in health and 
reasonable comfort,” “education, includ
ing college and professional education,” 
“health,” and “medical, dental, hospital 
and nursing expenses and expenses of in
validism.” In determining whether a 
power is limited by an ascertainable 
standard, it is immaterial whether the 
beneficiary is required to exhaust his 
other income before a power can be exer
cised. The fact that the governing in
strument gives the holder of a power 
discretion to determine, amounts to be 
distributed under the power is not in it
self an indication that the power is not 
limited by the requisite standard.
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(3) Certain powers under wills of de
cedents dying between January 1 and 
April 2, 1948. Section 210 of the Tech
nical Changes Act of 1953 provides that 
if a decedent died after December 31, 
1947, but before April 3, 1948, certain 
property interests described therein may, 
if the decedent’s surviving spouse so 
elects, be accorded special treatment in 
the determination of the marital deduc
tion to be allowed the decedent’s estate 
under the provisions of section 812 (e) 
of the Internal Revenue Code of 1939. 
See § 81.47a (h) of Regulations 105 (26 
CFR (1939 ) 81.47a (h)). The section 
further provides that property affected 
by the election shall, for the purpose of 
inclusion in the surviving spouse’s gross 
estate, be considered property with re
spect to which she has a general power 
of appointment. Therefore, notwith
standing any other provision of law or 
of §§ 20.2041-1 through 20.2041-3, if the 
present decedent (in her capacity as sur
viving spouse of a prior decedent) has 
made an election under section 210 of the 
Technical Changes Act of 1953, the prop
erty which was the subject of the election 
shall be considered as property with re
spect to which the present decedent has 
a general power of appointment created 
after October 21, 1942, exercisable by 
deed or will, to the extent it was treated 
a's an interest passing to the surviving 
spouse and not passing to any other 
person for the purpose of the marital 
deduction in the prior decedent’s estate.

(d) Definition of “exercise“. Whether 
a power of appointment is in fact exer
cised may depend on local law. For ex
ample, the residuary clause of a will may 
be considered under local law as an exer
cise of a testamentary power of appoint
ment in the absence of evidence of a 
contrary intention drawn from the whole 
of the testator’s Will. However, regard
less of local law, a power of appointment 
Is considered as exercised for purposes of 
section 2041 even though the exercise is 
in favor of the taker in default of ap
pointment, and irrespective of whether 
the appointed interest and the interest 
in default of appointment are identical, 
or whether the appointee renounces any 
right to take under the appointment. A 
power of appointment is also considered 
as exercised even though the exercise 
cannot take effect until the occurrence 
of an event after the exercise takes place, 
if the exercise is irrevocable and, as of 
the time of the exercise, the condition 
was not impossible of occurrence. For 
example, if property is left in trust to A 
for life, with a power in B to appoint 
the remainder by will, and B dies before 
A, exercising his power by appointing 
the remainder to C, in the event that C 
survives A, B is considered to have exer
cised his power if C survives B. On the 
other hand, a testamentary power of 
appointment is not considered as exer
cised if it is exercised subject to the 
occurrence during the decedent’s life of 
an express or implied condition which 
did not in fact occur. Thus, if in the 
preceding example, C dies before B, B’s 
power of appointment would not be con
sidered to have been exercised. Simi
larly, if a trust provides for income to A 
for life, remainder as A appoints by will,

and A appoints a life estate in the prop
erty to B and does not otherwise exer
cise his power, but B dies before A, A’s 
power is not considered to have been 
exercised.

(e) Time of creation of power. A 
power of appointment created by will is 
in general considered as created on the 
date of the testator’s death. However, 
section 2041 (b) (3) provides that a 
power of appointment created by a will 
executed on or before October 21, 1942, 
is considered a power created on or be
fore that date if the testator dies before 
July 1, 1949, without having republished 
the will, by codicil or otherwise, after 
October 21, 1942. A power of appoint
ment created by an inter vivos instru
ment executed on or before October 21, 
1942, is considered as created after that 
date if on that date the instrument was 
revocable, or was amendable in a manner 
which could substantially affect the 
terms of the power or the identity of its 
holders, other than by or with the con
sent of the holder of the power. How
ever, a power is not considered as created 
after October 21, 1942, merely because 
the power is not exercisable or the iden
tity of its holders is not ascertained until 
after that date. If the power is acquired 
by the holder by reason of the failure of 
some other person to exercise a power of 
appointment in such other person, or 
upon the happening of some event, con
tingency, or condition within the unre
stricted control of some other person, 
including the settlor of a trust or the 
trustee, the power is not deemed to be 
created until the event, condition or con
tingency takes place or becomes fixed." 
However, where an irrevocably fixed 
power of appointment is acquired only 
by reason of the exercise of a right in 
the trustee, or his successor (other than 
the settlor), to appoint a successor or ad
ditional trustee (not consisting of a right 
to establish a power of appointment or to 
change the extent or quality of a pre
viously existing power), the power will 
be deemed to be created when the power 
is fixed.

§ 20.2041.2 Powers of appointment cre
ated on or before October 21, 1942—(a) 
In general. Property subject to a general 
power of appointment created on or be
fore October 21,1942, is includible in the 
gross estate of the holder of the power 
under section 2041 only if he exercised 
the power under specified circumstances. 
Section 2041 (a) (1) requires that there 
be included in the gross estate of a de
cedent the value of property subject to 
such a power only if the power is exer
cised by the decedent either (1 ) by will, 
or (2) by a disposition which is of such 
nature that if it were a transfer of prop
erty owned by the decedent, the property 
would be includible in the decedent’s 
gross estate under section 2035 (relating 
to transfers in contemplation of death), 
2036 (relating to transfers with retained 
life estate), 2037 (relating to transfers 
taking effect at death), or 2038 (relating 
to revocable transfers). See § 20:2041-1
(c) and (d) above for the definition of 
various terms used in this section.

(b) Joint powers created on or before 
October 21, 1942. Section 2041 (b) (1) 
(B) provides that a power created on or
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before October 21, 1942, which at the 
time of the exercise is not exercisable by 
the decedent except in conjunction with 
another person, is not deemed a general 
power of appointfnent.

(c) Exercise during life. The circum
stances under which section 2041 applies 
to the exercise other than by will of a 
general power of appointment created on 
or before October 21, 1942, are set forth 
in paragraph (a) of this section. In  this 
connection, the rules of sections 2035 
through 2038 which are to be applied are 
those in effect on the date of the de
cedent’s death which are applicable to 
transfers made on the date when the ex
ercise of the power occurred. Those rules 
are to be applied in determining the ex
tent to which and the conditions under 
which a disposition is considered a trans
fer of property. The application of this 
paragraph may be illustrated by the fol
lowing examples:

Example (1). The decedent in 1951 exer
cised a general power of appointment created 
in 1940, reserving no interest in or power over 
the property. The decedent died in 1956. 
Since the exercise was not made within three 
years before the decedent’s death, no part of 
the property is includible in his gross estate. 
See section 2035 (b ), relating to transfers in 
contemplation of death.

Example (2). S created a trust in 1930 to 
pay the income to A for life, remainder as B 
appoints by an instrument filed with the 
trustee during his life, and in default of 
appointment to O. B exercises the power in 
1955 by directing that after A’s death the 
income be paid to himself for life with re
mainder to C. If B dies after A, the entire 
value of the trust property is included in B’s 
estate, since such a disposition if it were a 
transfer of property owned by B would be 
Included in his estate under section 2036
(a) (1). If B dies before A, the value of the 
trust property less the value of A’s life estate 
Is includible in B’s estate, for the same 
reason.

Example (3). A trust is created by S in 
1940 to pay the income to A for life, with a 
general power of appointment in A over the 
remainder exercisable by an instrument de
livered to the trustee during his life. A 
exercises the power in 1955, five years before 
his death, reserving the right of revocation. 
The exercise, if not revoked at death, will 
cause the property subject to the power to 
be included in A’s gross estate under section 
2041 (a) (1), since such a disposition, if the 
property were owned by the decedent, would 
cause the property to be includible in his 
gross estate under section 2038. However, if 
the exercise were completely revoked, so that 
A died still possessed of the power, the prop
erty would not be includible in A’s gross 
estate for the reason that the power will not 
be treated as having been exercised.

Example (4). A decedent exercised a gen
eral power of appointment by making a dis
position in trust under which possession or 
enjoyment of the property subject to the 
exercise could be obtained only by surviving 
the decedent and under which the decedent 
retained a reversionary interest in the prop
erty of a value of more than five percent. The 
exercise of the power will cause the property 
to be includible in the decedent’s gross 
estate since, if it  had been a transfer of 
property owned by the decedent, it would 
have been includible under section 2037. 
Bee § 20.2037-1.

(d) Release or lapse. A failure to ex
ercise a general power of appointment 
created on or before October 21, 1942, or 
a complete release of such a power is not 
considered to be an exercise of a general 
power of appointment. The phrase “a
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complete release” means a release of all 
powers over all or a portion of the prop
erty subject to the power, as distin
guished from the reduction of a power 
to a lesser power. Thus, if the decedent 
completely relinquished a power over 
one-half of the property subject to the 
power, the power is completely released 
as to that half. However, if at or before 
the time the power is relinquished, the 
holder of the power exercises the power 
in such a manner or to such an extent 
that the relinquishment results in the 
reduction, enlargement, or shift in a 
beneficial interest in property, the re
linquishment will be considered to be an 
exercise and not a release of the power. 
For example, assume that A created a 
trust in 1940 providing for payment of 
the income to B for life with the power 
in B to amend the trust, and for payment 
of the remainder to such persons as B 
shall appoint or, upon default of appoint
ment, to C. If B amended the trust in 
1948 by providing that upon his death 
the remainder was to be paid to C, and 
further amended the trust in 1950 by 
deleting his power to amend the trust, 
and if the 1948 amendment remained in 
effect the relinquishment will be con
sidered an exercise and not a release of 
a general power of appointment. On the 
other hand, if the 1948 amendment be
came ineffective before or at the time of' 
the 1950 . amendment, or if B in 1948 
merely amended the trust by changing 
the purely ministerial powers of the 
trustee, his relinquishment of the power 
in 1950 will be considered as a release of 
a power of appointment.

(e) Partial release. If a general 
power of appointment created on or be
fore October 21, 1942, is partially re
leased so that it is not thereafter a gen
eral power of appointment, a subsequent 
exercise of the partially released power 
is not an exercise of a general power of 
appointment if the partial release occurs 
before whichever is the later of the 
following dates:

(1 ) November 1,1951, or
(2) If the decedent was under a legal 

disability to release the power on October 
21, 1942, the day after the expiration of 
6 months following the termination of 
such legal disability.
However, if a general power created on 
or before October 21, 1942, is partially 
released on or after the later of these 
dates, a subsequent exercise of the power 
will cause the property subject to the 
power to be included in the holder’s gross 
estate, if the exercise is such that if it 
were a disposition of property owned by 
a decedent it would cause the property 
to be included in his gross estate. The 
legal disability referred to in this para
graph is determined under local law and 
may include the disability of an insane 
person, a minor, or an unborn child. 
The fact that the type of general power 
of appointment possessed by the dece
dent actually was not generally releas
able under the local law does not place 
the decedent under a legal disability 
within the meaning of this paragraph. 
In general, however, it is assumed that 
all general powers of appointment are 
releasable, unless the local law on the 
subject is to the contrary, and it is pre

sumed that the method employed to re
lease the power is effective, unless it is 
not in accordance with the local law re
lating specifically to releases or, in the 
absence of such local law, is not in ac
cordance with the local law relating to 
similar transactions.

(f) Partial exercise. If a general 
power of appointment created on or be
fore October "21, 1942, is exercised only 
as to a portion of the property subject to 
the power, section 2041 is applicable only 
to the value of that portion. For ex
ample, if a decedent had a general power 
of appointment exercisable by will cre
ated on or before October 21, 1942, over 
a  trust fund valued at $200,000 at the 
date of his death, and exercised his power 
either to the extent of directing the dis
tribution of half the trust property to B, 
or of directing the payment of $100,000 
to B, the trust property would be in
cludible in B’s estate only to the extent 
of $100,000. However, if the exercise of 
a power creates or changes any bene
ficial interest in a portion subject to 
the power, the power is considered exer
cised as to the entire portion. Thus, if 
the same decedent had instead directed 
that the income from the entire trust 
property be paid to his wife for life, and 
did not otherwise exercise his power, and 
his wife survived him, the value of the 
entire trust property would be includible 
in his gross estate.

§ 20.2041-3 Power} of appointment 
created after October 21, 1942—(a) In 
general. (1 ) Property subject to a power 
of appointment created after October 21, 
1942, is included in the gross estate of 
the holder of the power under varying 
conditions depending on whether the 
power is (i) general in nature, (ii) 
possessed at death, or (iii) exercised or 
released. See § 20.2041-1 (c) and (d) 
above for the definition of various terms 
used in this section. See paragraph (c) 
of this section below for the rules appli
cable to determine the extent to which 
joint powers created after December 21, 
1942, are to be treated as general powers 
of appointment.

(2) If the power is a general power of 
appointment, the value of an interest in 
property subject to such a power is in
cludible in a decedent’s gross estate under 
section 2041 (a) (2) if either—

(i) The decedent has the power at the 
time of his death (and the interest exists 
at the time of his death), or

(ii) The decedent exercised or released 
the power, or the power lapsed, under 
the circumstances and to the extent 
described in paragraph (d) of this 
section.

(3) If the power is not a general power 
of appointment, the value of property 
subject to the power is included in the 
holder’s gross estate under section 2041
(a) (3) only if it is exercised to create a 
further power under certain circum
stances (see paragraph (e) of this section 
below).

(b) Existence of power at death. For 
purposes of section 2041 (a) (2), a power 
of appointment is considered to exist on 
the date of a  decedent’s death even 
though the exercise of the power is sub
ject to the precedent giving of notice, 
or even though the exercise of the power
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takes effect only on the expiration of a 
stated period after its, exercise, whether 
or not on or before the decedent’s death 
notice has been given or the power has 
been exercised. Further, a power of ap
pointment is considered to exist on the 
date of the decedent’s death even though 
the decedent was at death and at all 
times since the creation of the power 
under physical, mental, or legal disability 
(whether or not adjudged incompetent). 
However, a power which by its terms is 
exercisable only upon the occurrence 
during the decedent’s lifetime of an 
event or a contingency which did Rot in 
fact take place or occur dining such time 
is not a power in existence on the date of 
the decedent’s death. For example, if a 
decedent was given a general power of 
appointment exercisable only after he 
reached a certain age, only if he survived 
another person, or only if he died without 
descendants, the power would not be in 
existence on the date of the decedent’s 
death if the condition precedent to its 
exercise had not occurred.

(c) Joint powers created after October 
21, 1942. The treatment of a power of 
appointment created after October 21, 
1942, which is exercisable only in con
junction with another person is governed 
by section 2041 (b) (1) (C), which pro
vides as follows:

(1) Such a power is not considered a 
general power of appointment if it is 
not exercisable by the decedent except 
with the consent or joinder of the creator 
of the power.

(2) A power is not considered a general 
power of appointment if it is not exercis
able by the decedent except with the 
consent or joinder of a person having a 
substantial interest in the property sub
ject to the power which is adverse to the 
exercise of the power in favor of the 
decedent, his estate, his creditors, or the 
creditors of his estate. An interest 
adverse to the exercise of a power is 
considered as substantial if its value in 
relation to the total value of the property 
subject to the power is not insignificant. 
For this purpose, the interest is to be 
valued in accordance with the actuarial 
principles set forth in § 20.2031-7 or, if 
it is not susceptible to valuation under 
those provisions, in accordance with the 
general principles set forth in § 20.2031-1. 
A taker in default of appointment under 
a power has an interest which is adverse 
to an exercise of the power. A coholder 
of the power has no adverse interest 
merely because of his joint possession of 
the power nor merely because he is a 
permissible appointee under a power. 
However, a coholder of a power is con
sidered as having an adverse interest 
where he may possess the power after 
the decedent’s death and may exereise 
it at that time in favor of himself, his 
estate, his creditors, or the creditors of 
his estate. Thus, for example, if X, Y, 
and Z held a power jointly to appoint 
among a group'of persons which includes 
themselves and on the death of X the 
Power will pass to Y and Z jointly, then 
Y and Z are considered to have interests 
adverse to the exercise of the power in 
favor of X. Similarly, if on Y’s death 
the power will pass to Z, Z is considered 
to have an interest adverse to the exer
cise of the power in favor of Y. The

application of this subparagraph may be 
further Illustrated by the following ad
ditional examples (in each of which it is 
assumed that the Value of the interest 
in question is substantial) i

Example (1). The decedent and R were 
trustees of a trust tinder which the income 
was to he paid to the decedent for life and 
then to M for life, and R is remainderman. 
The trustees had power to distribtue corpus 
to the decedent. Since R’s interest was sub
stantially adverse to an exercise of the power 
in favor of the decedent the latter did not 
have a general power of appointment. If M 
and the decedent were trustees, M’s Interest 
would likewise have been adverse.

Example (2). The decedent and L were 
trustees of a trust under which the income 
Is to be paid to L for life and then to M 
for life, and the decedent was remainderman. 
The trustees had power to distribute corpus 
to the decedent during L’s life. Since L’s 
interest was adverse to an exercise of the 
power in favor of the decedent, the decedent 
did not have a general power of appoint
ment. If the decedent and M were trustees, 
M’s Interest would likewise have been ad
verse.

Example (3). The decedent and L were 
trustees of a  trust under which the Income 
was to be paid to L. The trustees could 
designate whether corpus was to be dis
tributed to the decedent or to A after L’a 
death. L’s interest was not adverse to an 
exercise of the power in favor of the decedent, 
and the decedent therefore had a general 
power of appointment.

(3) A power which Is exercisable only 
in conjunction with another person, and 
which after application of the rules set 
forth in subparagraphs (1 ) and (2) of 
this paragraph constitutes a general 
power of appointment, will be treated as 
though the holders of the power who are 
permissible appointees of the property 
were joint owners of property subject to 
the power. The decedent, under this rule, 
will be treated as possessed of a general 
power of appointment over an aliquot 
share of the property to be determined 
with reference to the number of joint 
holders, including the decedent, who (or 
whose estates or creditors) are permis
sible appointees. Thus, for example, if 
X, Y, and Z hold an unlimited power 
jointly to appoint among a group of per
sons, including themselves, but on the 
death of X the power does not pass to Y 
and Z jointly, then Y and Z are not con
sidered to have interests adverse to the 
exercise of the power in favor of X. In 
this case X is considered to possess a 
general power of appointment as to one- 
third of the property subject to the 
power.

(d) Releases and lapses of general 
powers of appointment. (1) Property 
subject to a general power of appoint
ment created after October 21, 1942, is 
includible in the gross estate of a dece
dent under section 2041 (a) (2) even 
though he does not have the power at 
the date of his death, if during his life 
he exercised or released the power under 
circumstances such that, if the property 
subject to the power had been owned and 
transferred by the decedent, the prop
erty would be includible in the decedent’s 
gross estate under section 2035, 2036, 
2037, or 2038. Further, section 2041 (b)
(2) provides that the lapse of a power 
of appointment is considered to be a re
lease of the power to the extent set forth 
in subparagraph (3) of this paragraph.

A release of a power of appointment need 
not be formal or express in character. 
The principles set forth in § 20.2041-2 
for determining the application of the 
pertinent provisions of sections 2035 
through 2038 to a  particular exercise 
of a power of appointment are appli
cable for purposes of determining 
whether or not an exercise or release 
of a power of appointment created after 
October 21, 1942, causes the property to 
be included in a decedent’s gross estate 
under section 2041 (a) (2). If a general 
power of appointment created after Oc
tober 21, 1942, is partially released, a 
subsequent exercise or release of the 
power under ciroumstances described in 
the first sentence of this subparagraph, 
or its possession at death, will neverthe
less cause the property subject to the 
power to be included in the gross estate 
of the holder of the power, if the exer
cise is such that if it were a  disposition 
of property owned by the decedent it 
would cause the property to be included 
in his gross estate.

(2) Section 2041 (a) (2) is not ap
plicable to the complete release of a 
general power of appointment created 
after October 21, 1942, whether exercis
able during life or by will, if the release 
was not made in contemplation of death 
within the meaning of section 2035, and 
if after the release the holder of the 
power retained no interest in or control 
over the property subject to the power 
which would cause the property to be 
included in his gross estate under sec
tions 2036 through 2038 if the property 
had been transferred by the holder.

(3) The failure to exercise a power of 
appointment created after October 21, 
1942, within a specified time, so that the 
power lapses, constitutes a release of the 
power. However, section 2041 (b) (2) 
provides that such a lapse of a power of 
appointment during any calendar year 
during the decedent’s life is treated as a 
release for purposes of inclusion of prop
erty in the gross estate under section 
2041 (a) (2) only to the extent that the 
property which could have been ap
pointed by exercise of the lapsed power 
exceeds the greater of (i) $5,000 or (ii) 
5 percent of the aggregate value, at the 
time of the lapse, of the assets out of 
which, or the proceeds of which, the ex
ercise of the lapsed power could have 
been satisfied. TTius, for example, if an 
individual has a noncumulative right to 
withdraw $10,000 a year from the princi
pal of a $200,000 trust fund (which 
neither increases nor decreases in value 
prior to death), the failure to exercise 
this right of withdrawal will not result 
in estate tax with respect to the power 
to withdraw $10,000 which lapses each 
year before the year of death. At death 
there will be included in the gross estate 
of the holder of the power the $10,000 
which he was entitled to withdraw for 
the year in which his death occurs less 
any amount which he may have taken 
during that year. However, if in the 
above example the holder of the power 
had had the right to withdraw $15,000 
of the principal annually, the failure to 
exercise this power in any year will be 
considered a release of the power to the 
extent of the excess of the amount sub
ject to withdrawal over 5 percent of the
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trust fund (in this example, $5,000, if 
the trust fund is worth $200,000 at the 
time of the lapse). Since each lapse is 
treated as though the holder of the power 
had exercised dominion over the trust 
property by making a transfer of prin
cipal reserving the income therefrom, 
that proportion of the trust property is 
includible in the holder’s estate (unless 
before his death he has, disposed of his 
right to the income under circumstancës 
to which sections 2035 through 2038 
would not be applicable). The extent 
to which the value of the trust property 
is included in the decedent’s gross estate 
is determined as provided in the next 
subparagraph.

(4) The purpose of section 2041 (a) 
(2) is to provide a determination, as of 
the date of the lapse of the power, of the 
proportion of the property over which 
the power lapsed which is an exempt dis
position for estate tax purposes and the 
proportion which, if the other require
ments of sections 2035 to 2038, inclusive, 
are satisfied, will be considered as a tax
able disposition. Once the taxable pro
portion of any disposition at the date 
of lapse has been determined, the valua
tion of that proportion as of the date 
of the decedent’s death (or, if the ex
ecutor has elected the alternate valuation 
method under section 2032, the value as 
of the date therein provided), is to be 
ascertained in accordance w i t h  the 
principles which are applicable to the 
valuation of transfers of property by the 
decedent under the corresponding pro
visions of sections 2035 to 2038, inclusive. 
For example, if the life beneficiary of a. 
trust had a right exercisable only during 
one calendar year to draw down $50,- 
000 from the corpus of a trust, which he 
did not exercise, and if at the end of the 
year the corpus was worth $800,000, the 
taxable portion over which the power 
lapsed is $10,000 (the excess of $50,000 
over 5 percent of the corpus), or %o of 
the total value. On the decedent’s death, 
if the total value of the corpus of the 
t r u s t  (excluding income accumulated 
after the lapse of the power) on the ap
plicable valuation date was $1 ,200,000 
$15,000 (%o of $1,200,000) would be in
cludible in the decedent’s gross estate. 
However, if the total value was then 
$600,000, only $7,500 (%o of $600,000) 
would be includible.

(5) If the failure to exercise a power, 
such as a right of withdrawal, occurs in 
more than a single year, the proportion 
of the property over which the power 
lapsed which is treated as a taxable dis
position will be determined separately 
for each such year. The aggregate of 
the taxable proportions for all such 
years, valued in accordance with the 
above principles, will be includible in the 
gross estate by reason of the lapse. ' The 
includible amount, however, shall not 
exceed the aggregate value of the assets 
out of which, or the proceeds of which, 
the exercise of the power could have been 
satisfied, valued as of the date of the de
cedent’s death (or, if the executor has 
elected the alternate valuation method 
under section 2032, the value as of the 
date therein provided).

(6) A disclaimer or renunciation of a 
general power of appointment is not con
sidered to be a release of the power. The

disclaimer or renunciation must be un
equivocal and effective under local law. 
A disclaimer is a complete and unquali
fied refusal to accept the rights to which 
one is entitled. Such rights refer to the 
incidents of the power and not to other 
interests of the decedent in the property, 
If effective under local law, the power 
may be disclaimed or renounced without 
disclaiming or renouncing such othei 
interests. There can be no disclaimer or 
renunciation of a power after its accept
ance. A disclaimer of a power over only 
a portion of the property subject to the 
power is not a complete and unqualified 
refusal to accept the rights to which one 
is entitled. In the absence of facts to the 
contrary, the failure to renounce or dis
claim within a reasonable time after 
learning of its existence will be presumed 
to constitute an acceptance of the power.

(e) Successive powers. (1) Property 
subject to a power of appointment cre
ated after October 21, 1942, which is not 
a general power, is included in the gross 
estate of the holder of the power under 
section 2041 (a) (3) if the power is exer
cised, and if both of the following condi
tions are met:

(1) If the exercise is (a) by will, or 
(b) by a disposition which is of such 
nature that if it were a transfer of prop
erty owned by the decedent the property 
would be includible in the decedent’s 
gross estate under sections 2035 through 
2038; and 4

(ii) If the power is exercised by creat
ing another power of appointment which, 
under the terms of the instruments 
creating and exercising the first power 
and under applicable local law, can be 
validly exercised so as to (a) postpone 
the vesting of any estate or interest in 
the property for a period ascertainable 
without regard to the date of the creation 
of the first power, or (b) (if the appli
cable rule against perpetuities is stated in 
terms of suspension of ownership or of 
the power of alienation, rather than of 
yesting) suspend the absolute ownership 
or the power of alienation of the prop
erty for a period ascertainable without 
regard to the date of the creation of the 
first power.

(2) For purposes of the application 
of section 2041 (a) (3), the value of 
the property subject to the second power 
of appointment is considered to be its 
value unreduced by any precedent or 
subsequent interest which is not subject 
to the second power. Thus, if a decedent 
has a power to appoint by will $100,000 
to a group of persons consisting of his 
children and grandchildren and exer
cises the power by making an outright 
appointment of $75,000 and by giving one 
appointee a power to appoint $25,000, no 
more than $25,000 will be includible in 
the decedent’s gross estate under section 
2041 (a) (3). If, however, the decedent 
appoints the income from the entire fund 
to a beneficiary for life with power in the 
beneficiary to appoint the remainder by 
will, the entire $100,000 will be includible 
in the decedent’s gross estate under sec
tion 2041 (a) (3) if the exercise of the 
second power can validly postpone the 
vesting of any estate or interest in the 
property or can suspend the absolute 
ownership or power of alienation of the 
property for a period ascertainable with

out regard to the date of the creation of 
the first power.

(f) Examples. The application of this 
section may be further illustrated by the 
following examples, in each of which it 
is assumed, unless otherwise stated, that 
S has transferred property in trust after 
October 21, 1942, with the remainder 
payable to R at L’s death, and that 
neither L nor R has any interest in or 
power over the enjoyment of the trust 
property except as is indicated separately 
in each example:

Example (1). Income is directed to be 
paid to L during his lifetime at the end of 
each year, if living. L has an unrestricted 
power during his lifetime to cause the income 
to be distributed to any other person includ
ing R, but no power to cause it to be accumu
lated. L dies before R. No part of the trust 
property is included in L’s gross estate since 
L had a power to dispose of only his income 
interest, a right otherwise possessed by him.

Example (2). Income is directed to be 
accumulated during L’s life but L has power 
to cause it to be distributed to himself. 
L dies before R. If L’s power is limited by 
an ascertainable standard (relating to his 
health, etc.), as defined in § 20.2041-1 (c)
(2), no part of the trust property is includ
ible in L’s gross estate. If L’s power is not so 
limited, no part of the original corpus is 
includible in his gross estate, but he has a 
general power of appointment over the in
come, the lapse of which may cause a portion 
of any accumulated income to be included 
in  his gross estate under section 2041. If 
his power in any year extends only to income 
of that year, he will continue to receive 
income on any accumulations in that year 
after his power lapses at the end of the year, 
and, therefore, the accumulations for the 
year will cause a portion of the total accumu
lations to be included in his gross estate to 
the extent the year’s accumulations which 
he could have caused to be paid to himself 
exceed the greater Of $5,000 or 5 percent of 
the income for the year. If his power does 
not lapse at the end of each year with respect 
to that year’s income, but lapses only by 
reason of his death, the total accumulations 
which he could have caused to be paid to 
himself immediately before his death are 
Includible in his gross estate.

Example (3). All the income is directed to 
be paid to L during his life, but he has the 
power to cause it to be accumulated and 
added to corpus. L dies before R. L has no 
power of appointment but a property inter
est. Any accumulated income at the time of 
his death is included in his gross estate 
under section 2036.

Example (4). L is entitled to all the in
come during his lifetime and has an unre
stricted power to cause corpus to be 
distributed to himself. L dies before R. L 
had a general power of appointment over the 
corpus of the trust, and the entire corpus as 
of the time of his death would be included 
in his gross estate under section 2041. (If 
the power had been created on or before 
October 21, 1942, no portion would be includ
ible in his gross estate under section 2041, 
since as to any portion remaining in the 
trust his power was unexercised.)

Example (5). L is entitled to all the in
come during his lifetime and has an unre
stricted power to cause corpus to be 
distributed at any time to R. L dies before 
R. If R’s remainder is vested, L has only a 
power to dispose of his income interest by 
accelerating R’s remainder, and nothing is 
includible in his gross estate for the reason 
stated in example (1). If R’s remainder 
were contingent, L would have a power of 
appointment, but not a general power, and 
nothing would be Included in his gross 
estate.

Example (6). Income was directed to be 
accumulated but R has an unrestricted
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power to cause it to be distributed to L. R 
dies before L. The value, if any, of R’s re
mainder interest (including accumulated 
income) in the trust property immediately 
after his death is includible in his gross 
estate under section 2033. Nothing is includ
ible under section 2041, for the reason stated 
in example (1).

Example (7). Income was payable to L 
during his lifetime. R has an unrestricted 
power to cause corpus to be distributed to 
L. R dies before L. If R’s remainder interest 
is vested, R has only a power to dispose of 
his remainder interest, the value of which 
would be included in his gross estate under 
section 2033, and nothing in addition would 
be includible under section 2041. If R’s 
remainder were contingent on his surviving 
L, nothing would be includible in his gross 
estate under either section 2033 or 2041. 
While he would have a power of appointment, 
it would not be a general power.

Example (8). Income was payable to L 
during his lifetime. R has an unrestricted 
power to cause corpus to be distributed to 
himself. R dies before L. While the value, 
if any, of R’s remainder interest would be 
includible in his gross estate under section 
2033, R also has a general power of appoint
ment over the entire trust corpus, the con
sequences of which are the same as in ex
ample (4).

§ 20.2042 Statutory provisions; pro- 
ceeds of life insurance.

Sec. 2042. Proceeds of life insurance. 
The value of the gross estate shall include 
the value of all property—

(1) Receivable by the executor. To the 
extent of the amount receivable by the ex
ecutor as Insurance under policies on the 
life of the decedent.

(2) Receivable by other beneficiaries. To 
the extent of the amount receivable by all 
other beneficiaries as insurance under poli
cies on the life of the decedent with respect 
to which the decedent possessed at his death 
any of the incidents of ownership, exercis
able either alone or in conjunction with any 
other person. For purposes of the preced
ing sentence, the term "incident of owner
ship” includes a reversionary interest 
(whether arising by the express terms of 
the policy or other instrument or by opera
tion of law) only if the value of such re
versionary interest exceeded 5 percent of 
the value of the. policy immediately before 
the death of the decedent. As used in this 
paragraph, the term "reversionary interest” 
includes a possibility that the policy, or the 
proceeds of the policy, may return to the 
decedent or his estate, or may be subject to a 
power of disposition by him. The value of 
a reversionary interest at any time shall 
be determined (without regard to the fact 
of the decedent’s death) by usual methods 
of valuation, including the use of tables of 
mortality and actuarial principles, pursuant 
to regulations prescribed by the Secretary 
or his delegate. In determining the value 
of a possibility tha t the policy or proceeds 
thereof may be subject to a power of dis
position by the decedent, such possibility 
shall be valued as if it were a possibility 
that such policy or proceeds may return to 
the decedent or his estate.

§ 2042-1 Proceeds of life insurance—
(a) In general. (1) Section 2042 pro
vides for the inclusion in a decedent’s 
gross estate of the proceeds of insurance 
on the decedent’s life (i) receivable by 
or for the benefit of the estate (see para
graph (b) of this section), and (ii) re
ceivable by other beneficiaries (see para
graph (c) of this section). The term 
'insurance” refers to life insurance of 
every description, including death bene
fits paid by fraternal beneficial societies 
operating under the lodge system.
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(2) Proceeds of life insurance which 
are not includible in the gross estate 
under section 2042 may, depending upon 
the facts of the particular case, be in
cludible under some other section of 
part 3 of subchapter A of chapter 11. 
For example, if the decedent possessed 
incidents of ownership in an insurance 
policy on his life but gratuitously trans
ferred all rights in the policy in con
templation of death, the proceeds would 
be includible under section 2035. Sec
tion 2042 has no application to the in
clusion in the gross estate of the value 
Of rights in an insurance policy on "the 
life of a person other than the decedent, 
or the value of rights in a combination 
annuity contract and life insurance 
policy on the decedent’s life (i. e., a “re
tirement income” policy with death 
benefit or an "endowment” policy) under 
which there was no insurance element at 
the time of the decedent’s death (see 
§ 20.2039-1 (d)).

(3) The amount to be included in the 
gross estate under section 2042 is the 
full amount receivable under the policy. 
If the proceeds of the policy are made 
payable to a beneficiary in the form of an 
annuity for life or for a term of years, 
the amount to be included in the gross 
estate is the one sum payable at death 
under an option which could have been 
exercised either by the insured or by the 
beneficiary, or if no option was granted, 
the sum used by the insurance company 
in determining the amount of the 
annuity.

(b) Receivable by or for the benefit of 
the estate. (1) Section 2042 requires 
the inclusion in the gross estate of the 
proceeds of insurance on the decedent’s 
life receivable by the executor or admin
istrator in his representative capacity, or 
payable to the decedent’s estate. It 
makes no difference whether the estate 
is the beneficiary under the terms of the 
policy or as a matter of fact. Thus, if 
under the terms of an insurance policy 
the proceeds are receivable by another 
beneficiary but are subject to an obli
gation, legally binding upon the other 
beneficiary, to pay taxes, debts, or other 
charges enforceable against the estate, 
then the amount of such proceeds re
quired for the payment in full (to the 
extent of the beneficiary’s obligation) 
of such taxes, debts, or other charges is 
includible in the gross estate. Similarly, 
if the decedent purchased an insurance 
policy in favor of another person or a 
corporation as collateral security for a 
loan or other accommodation, its pro
ceeds are considered to be receivable for 
the benefit of the estate. The amount of 
the loan outstanding at the date of the 
decedent’s death, with interest accrued 
thereon to that date, will be deductible 
in determining the taxable estate. See 
§ 20.2053-4.

(2) If the proceeds of an insurance 
policy made payable to the decedent’s 
estate are community assets under the 
local community property law and, as a 
result, half of the proceeds belongs to 
the decedent’s spouse, then only half of 
the proceeds is considered to be receiv
able by or for the benefit of the dece
dent’s estate.

(c) Receivable by other beneficiaries. 
(1) Section 2042 requires the inclusion in
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the gross estate of the proceeds of in
surance on the decedent’s life not re
ceivable by or for the benefit of the 
estate if the decedent possessed at the 
date of his death any .of the incidents of 
ownership in the policy, exercisable 
either alone or in conjunction with any 
other person.

(2) For purposes of this section, the 
term “incidents of ownership” is not 
limited in its meaning to ownership of 
the policy in the technical legal sense. 
Generally speaking, the term has refer
ence to the right of the insured or his 
estate to the economic benefits of the 
policy. Thus, it includes the power to 
change the beneficiary, to surrender or 
cancel the policy, to assign the policy, 
to revoke an assignment, to pledge the 
policy for a loan, or to obtain from the 
insurer a loan against the surrender 
value of the policy, etc. Similarly, the 
term includes a power to change the 
beneficiary reserved to a corporation of 
which the décèdent is sole stockholder.

(3) The term “incidents of ownership” 
also includes a reversionary interest in 
the policy or its proceeds, whether aris
ing by the express terms of the policy or 
other instrument or by operation of law, 
but only if the value of the reversionary 
interest immediately before the death of 
the decedent exceeded 5 percent of the 
value of the policy. As used in this sub- 
paragraph, the term “reversionary in
terest” includes a possibility that the 
policy or its proceeds may return to the 
decedent or his estate and a possibility 
that the policy or its proceeds may be
come subject to a power of disposition 
by him. In order to determine whether 
or not the value of a reversionary in
terest immediately before the death of 
the decedent exceeded 5 percent of the 
value of the policy, the principles con
tained in § 20.2037-1 (c) (3) and (4), 
in so far as applicable, shall be followed 
under this subparagraph. In that con
nection, there.must be specifically taken 
into consideration any incidents of 
ownership held by others immediately 
before the decedent’s death which would 
affect the value of the reversionary in
terest. For example, the decedent would 
not be considered to have a reversionary 
interest in the policy of a value in excess 
of 5 percent if the power to obtain the 
cash surrender value existed in a desig
nated beneficiary immediately before the 
decedent’s death and was exercisable by 
such beneficiary alone and in all events. 
The terms “reversionary interest” and 
“incidents of ownership” do not include 
the possibility that the decedent might 
receive a policy or its proceeds by inheri
tance through the estate of another per
son, or as a surviving spouse under a 
statutory right of election or a similar 
right.

(4) A decedent is considered to have 
an “incident of ownership” in an insur
ance policy held in trust if, under the 
terms of the policy, the decedent (either 
alone or in conjunction with another 
person or persons) has the power (as 
trustee or otherwise) to change the 
beneficial ownership in the policy or its 
proceeds, or the time or manner of en-" 
joyment thereof, even though the dece
dent has no beneficial interest in the 
trust. Moreover, such a power may re-

iÜÉ
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suit in the inclusion in the decedent’s 
gross estate under section 2036 or 2038 
of the other property held in the trust 
if, for example, the decedent has the 
power to surrender the insurance policy 
and if the income used to pay premiums 
on the policy would be currently payable 
to a beneficiary of the trust in the event 
that the policy were surrendered.

(5) As an additional step in determin
ing whether or not a decedent possessed 
any incidents of ownership in a policy 
or any part of a policy, regard must be 
given to the effect of the State or other 
applicable law upon the terms of the 
policy. For example, assume that the 
decedent purchased a policy of insur
ance on his life with funds held by him 
and his surviving wife as community 
property, designating their son as bene
ficiary but retaining the right to sur
render the policy. Under the local law, 
the proceeds upon surrender would have 
inured to the marital community. As

suming that the policy is not surrendered 
and that the son receives the proceeds 
on the decedent’s death, the wife’s trans
fer of her half interest in the policy was 
not considered absolute before the dece
dent’s death. Upon the wife’s prior 
death, half of the value of the policy 
would have been included in her gross 
estate. Under these circumstances, the 
power of surrender possessed by the 
decedent as agent for his wife with re
spect to half of the policy is not, for pur
poses of this section, an “incident of 
ownership”, and the decedent is, there
fore, deemed to possess an incident of 
ownership in only half of the policy.

(6) Life insurance policies frequently 
form a part of arrangements for the pur
chase of partnership interests or cor
porate shares from a decedent’s estate. 
If such an arrangement is a binding 
agreement for full and adequate consid
eration in money or money’s worth en
tered into in good faith and at arm’s 
length providing for the use of proceeds 
of insurance on the decedent’s life for 
the purchase of his partnership interest 
or corporate shares, the value of the 
interest or shares (as affected by the 
agreement) and not the value of the in
surance, is included in the decedent’s 
gross estate. However, if the insurance 
is owned by or payable to the partner
ship or corporation, or a trust created by 
it or for its benefit, the proceeds of in
surance are considered as an asset of the 
partnership or corporation for the pur
poses of first, determining whether the 
agreement was supported by full and 
adequate consideration in money or 
money’s worth and, second, determining 
the value of the decedent’s interest or 
shares if the agreement is not consid
ered to have been entered into in good 
faith and at arm’s length. The prin
ciples described in § 20.2031-2 (h) are to 
be applied in determining whether the 
agreement was supported by full and 
adequate consideration in money or 
money’s worth. If the agreement was 
not supported by full and adequate con
sideration in money or money’s worth, 
there is included in the decedent’s gross 
estate both the value of the decedent’s 
interest or shares (determined without 
regard to the agreement) and, if other
wise includible, the proceeds of the insur

ance (except to the extent that the pro
ceeds are included in the value of the 
Interest or shares).

§ 20.2043 Statutory provisions; trans
fers for insufficient consideration.

Sec. 2043. Transfers for insufficient con
sideration—(a) In general. If any one of 
the transfers, trusts, interests, rights, or 
powers enumerated and described in sections 
2035 to 2038, inclusive, and section 2041 is 
made, created, exercised, or relinquished for 
a consideration in money or money’s worth, 
but is not a bona fide sale for an adequate 
and full consideration in money or money’s 
worth, there shall be included in the gross 
estate only the excess of the fair market 
value at the time of death of the property 
otherwise to be included on account of such 
transaction, over the value of the considera
tion received therefor by the decedent.

(b) Marital rights not treated as consid
eration. For purposes of this chapter, a re
linquishment or promised relinquishment of 
dower or curtesy, or of a statutory estate 
created in lieu of dower or curtesy, or of 
other marital rights in the decedent’s prop
erty or estate, shall not be considered to any 
extent a consideration “in money or money’s 
worth.”

§ 20.2043-1 Transfers for insufficient 
consideration—(a) In general. The
transfers, trusts, Interests, rights or pow
ers enumerated and described in sections 
2035 to 2038, inclusive, and section 2041 
are not subject to the Federal estate tax 
if made, created, exercised, or relin
quished in a transaction which consti
tuted a bona fide sale for an adequate 
and full consideration in money or mon
ey’s worth. To constitute a bona fide 
sale for an adequate and full considera
tion in money or money’s worth, the 
transfer must have been made in good 
faith, and the price must have been an 
adequate and full equivalent reducible' 
to a money value. If the price was less 
than such* a consideration, only the 
excess of the fair market value of the 
property (as of the applicable valuation 
date) over the price received by the de
cedent is included in ascertaining the 
value of his gross estate.

(b) Marital rights and support obli
gations. For purposes of chapter 11, a 
relinquishment or promised relinquish
ment of dower, curtesy, or of a statutory 
estate created in lieu of dower or curtesy, 
or of other marital rights in the dece
dent’s property or estate, is not to any 
extent a consideration in “money or 
money’s worth.” Similarly, a transfer of 
property which, or the income from 
which, is to be used in the future to dis
charge a decedent’s obligation to support 
a dependent is not a transfer for a con
sideration in money or money’s worth, 
unless under local law the transfer oper
ates completely to discharge the dece
dent’s o b l i g a t i o n .  The decedent’s 
obligation is discharged pro tanto as 
each payment for support is made, and 
not by the original transfer. Therefore, 
for example, property transferred in 
trust for the support of a dependent of a 
decedent is includible in the decedent’s 
gross estate under section 2036 (a) (1) if 
the trust continued in existence until 
the decedent’s death and if the depend
ency relationship existed at that time, 
since in such a case the decedent retained 
the benefit of the property or its income 
during his life. However, if such a trans

fer is made to carry out a decree or order 
of a court of competent jurisdiction 
entered in a divorce, separate mainte
nance, or annulment proceeding, or if 
made in advance of such a decree or 
order, is later incorporated or approved 
therein, or is contingent thereon, the 
includible amount is decreased by the 
value at the date of the decedent’s death 
of any of the beneficiaries’ continuing 
right of support as fixed or approved by 
the court. In this connection, continuing 
right of support does not include pro
visions made for payments to children of 
the decedent beyond the date on which 
the decedent’s obligation of support 
would have ceased in the absence of the 
decree or order and had he lived.

§ 20.2044 Statutory provisions; prior 
interests.

Sec. 2044. Prior interests. Except as 
otherwise specifically provided therein, sec
tions 2034 to 2042, inclusive, shall apply to 
the transfers, trusts, estates, interests, rights, 
powers, and relinquishment of powers, as 
severally enumerated and described therein, 
whenever made, created, arising, existing, ex
ercised, or relinquished.

§ 20.2044-1 Applicability to pre-exist
ing transfers or interests. Sections 2034 
through 2043 are applicable regardless of 
when the interests and events referred to 
in those sections were created or took 
place, except as otherwise provided in 
those sections and the r e g u l a t i o n s  
thereunder.

Taxable Estate
§ 20.2051 Statutory provisions; defi

nition of taxable estate.
Sec. 2051. Definition of taxable estate. 

For purposes of the tax imposed by section 
2001, the value of the taxable estate shall 
be determined by deducting from the value 
of the gross estate the exemption and 
deductions provided for in this part.

§ 20.2051-1 Definition of taxable es
tate. The taxable-estate of a decedent 
who was a citizen or resident (see 
§ 20.2001-1 (c)) of the United States at 
the time of his death is determined by 
subtracting the total amount of the 
deductions authorized by sections 2052 
through 2056, and the regulations there
under, from the total of the amounts 
which must be included in the gross 
estate under sections 2031 through 2044 
and the regulations thereunder. These 
deductions are in general as follows:

(1) An exemption of $60,000 (section 
2052);

(2) Funeral and administration ex
penses and debts (including certain taxes 
and charitable pledges) (section 2053);

(3) Losses from casualty or theft 
during the administration of the estate 
(section 2054);

(4) Charitable transfers (section
2055) ; and

(5) The marital deduction (section
2056) .
See section 2106 and the regulations 
thereunder forv the computation of the 
taxable estate of a decedent who was not 
a citizen or resident of the United States. 
See also § 1.642 (g)-l of this chapter 
concerning the disallowance for income 
tax purposes of certain deductions 
allowed for estate tax purposes.
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§ 20.2052 Statutory provisions; ex
emption.

Sec. 2052. Exemption. For purposes of 
the tax imposed by section 2001, the value 
of the taxable estate shall be determined by 
deducting from the value of the gross estate 
an exemption of $60,000.

§ 20.2052-1 Exemption. An exemp
tion of $60,000 is allowed as a deduction 
under section 2052 from the gross estate 
of a decedent who was a citizen or resi
dent of the United States at the time of 
his death. For the amount of the ex
emption allowed as a deduction from the 
gross estate of a decedent who was a 
nonresident not a citizen of the United 
States, see § 20.2106-1.

§ 20.2053 Statutory provisions; ex
penses, indebtedness, and taxes.

Sec. 2053. Expenses, indebtedness, and 
taxes—(a) General rule. For purposes of 
the tax imposed by section 2001, the value 
of the taxable estate shall be determined by 
deducting from the value of the gross estate 
such amounts—

(1) For funeral expenses,
(2) For administration expenses,
(3) For claims against the estate, and
(4) For unpaid mortgages on, or any in

debtedness in respect of, property where the 
value of the decedent’s interest therein, 
undiminished by such mortgage or indebted
ness, is Included in the value of the gross 
estate,
as are allowable by the laws of the Jurisdic
tion, whether within or without the United 
States, under which the estate is being 
administered.

(b) Other administration expenses. Sub
ject to the limitations in paragraph (1) of 
subsection (c), there shall be deducted in 
determining the taxable estate amounts rep
resenting expenses incurred in administering 
property not subject to claims which is in
cluded in the gross estate to the same extent 
such amounts would be allowable as a deduc
tion under subsection (a) if such property 
were subject to claims, and such amounts 
are paid before the expiration of the period 
of limitation for assessment provided in 
section 6501.

(c) Limitations—(1) Limitations appli
cable to subsections (a) and (b)—(A) Con
sideration for claims. The deduction allowed 
by this section in the case of claims against 
the estate, unpaid mortgages, or any indebt
edness shall, when founded on a promise or 
agreement, be limited to the extent that they 
were contracted bona fide and for an ade
quate and full consideration in money or 
money’s worth; except that in any case in 
which any such claim is founded on a prom
ise or agreement of the decedent to make 
a contribution or gift to or for the use of 
any donee described in section 2055 for 
the purposes specified therein, the deduction 
for such claims shall not be so limited, but 
shall be limited to the extent that it would 
be allowable as a deduction under section 
2055 if such promise or agreement consti
tuted a bequest.

(B) Certain taxes. Any income taxes on 
Income received after the death of the de
cedent, or property taxes not accrued before 
his death, or any estate, succession, legacy, 
or inheritance taxes, shall not be deductible 
under this section.

(2) L im ita tion s app licab le  on ly  to  su bsec-  
tion («). in  the case of the amounts de
scribed in subsection (a), there shall be dis
allowed the amount by which the deductions 
specified therein exceed the value, a t the time 
of the decedent’s death, of property subject 
to claims, except to the extent that such 
deductions represent amounts paid before 
the date prescribed for the filing of the estate

tax return. For purposes of this section, 
the term “property subject to claims” means 
property includible in the gross estate of the 
decedent which, or the avails of which, would 
under the applicable law, bear the burden 
of the payment of such deductions in the 
final adjustment and settlement of the estate, 
except that the value of the property shall 
be reduced by the amount of the deduction 
under section 2054 attributable to such 
property.

(d) Certain State death taxes— (1) General 
rule. Notwithstanding the provisions of sub
section (c) (1) (B) of this section, for pur
poses of the tax imposed by section 2001 the 
value of the taxable estate may be deter
mined, if the executor so elects before the 
expiration of the period of limitation for 
assessment provided in section 6501, by de
ducting from the value of the gross estate 
the amount (as determined in accordance 
with regulations prescribed by the Secretary 
or his delegate) of any estate, succession, 
legacy or inheritance tax imposed by a State 
or Territory or the District of Columbia, or 
any possession of the United States, upon a 
transfer by the decedent for public, char
itable, or religious uses described in section 
2055 or 2106 (a) (2). The election shall be 
exercised in accordance with regulations pre
scribed by the Secretary or his delegate.

(2) Condition for allowance of deduction. 
No deduction shall be allowed under para
graph (1) for a State death tax specified 
therein unless the decrease in the tax im
posed by section 2001 which results from the 
deduction provided for in paragraph (1) will 
inure solely for the benefit of the public, 
charitable, or religious transferees described 
in section 2055 or section 2106 (a) (2). In 
any case where the tax Imposed by section 
2001 is equitably apportioned among all the 
transferees of property Included in the gross 
estate, including those described in sections 
2055 and 2106 (a) (2) (taking into account 
any exemptions, credits, or deductions al
lowed by this chapter), in determining such 
decrease, there shall be disregarded any de
crease in the Federal estate tax which any 
transferees other than those described in 
sections 2055 and 2106 (a) (2) are required 
to pay.

(3) Effect of deduction on credit for State 
death, taxes. See section 2011 (e) for the 
effect of a deduction taken under this sub
section on the credit for State death taxes.

(e) Marital rights. For provisions that re
linquishment of marital rights shall not be 
deemed a consideration “in money or money’s 
worth,” see section 2043 (b),
[Sec. 2053 as amended by sec. 2, Pub. Law 414 
(84th Cong.) ]

§ 20.2053-1 Deductions for expenses, 
indebtedness, and taxes; in general—(a) 
General rule. In  determining the tax
able estate of a decedent who was a citi
zen or resident of the United States at 
the time of his death, there are allowed 
as deductions under section 2053 (a) and 
(b) amounts falling within the following 
two categories (subject to the limita
tions contained in this section and in 
§§ 20.2053-2 through 20.2053-9):

(1) First category. Amounts which 
are payable out of property subject to 
claims and which are allowable by the 
law of the jurisdiction, whether within 
or without the United States, under 
which the estate is being administered 
for—

(i) Funeral expenses;
(ii) Administration expenses;
(iii) Claims against the estate (in

cluding taxes to the extent set forth in 
§ 20.2053-6 and charitable pledges to the 
extent set forth in §20.2053-5); and

(iv) Unpaid mortgages on, or any in
debtedness in respect of, property, the 
value of the decedent’s interest in which 
is included in the value of the gross estate 
undiminished by the mortgage or in
debtedness.
See further § § 20.2053-2 t h r o u g h  
20.2053-7.

(2) Second category. Amounts repre
senting expenses incurred in administer
ing property which is included in the 
gross estate but which is not subject to 
claims and which—

(1) Would be allowed as deductions in 
the first category if the property being 
administered were subject to claims; and

(ii) Were paid before the expiration of 
the period of limitation for assessment 
provided in section 6501.
See further § 20.2053-8.

(b) Provisions applicable to both cate
gories—(1) In general. If the item is 
not one of those described in paragraph 
(a) of this section, it is not deductible 
merely because payment is allowed by 
the local law. If the amount which may 
be expended for the particular purpose is 
limited by the local law, no deduction in 
excess of that limitation is permissible.

(2) Effect of court decree. The deci
sion of a local court as to the amount 
and allowability under local law of a 
claim or administration expense will or
dinarily be accepted if the court passes 
upon the facts upon which deductibility 
depends. If the court does not pass upon 
those facts, its decree will, of course, not 
be followed. For example, if the question 
before the court is whether a claim 
should be allowed, the decree allowing 
it will ordinarily be accepted as establish
ing the validity and amount of the claim. 
However, the decree will not necessarily 
be accepted even though it purports to 
decide the facts upon which deductibility 
depends. It must appear that the court 
actually passed upon the merits of the 
claim. This will be presumed in all cases 
of an active and genuine contest. If the 
result reached appears to be unreason
able, this is some evidence that there was 
not such a contest, but it may be rebutted 
by proof to the contrary. If the decree 
was rendered by consent, it will be ac
cepted, provided the consent was a bona 
fide recognition of the validity of the 
claim—and not a mere cloak for a gift— 
and was accepted by the court as satis
factory evidence upon the merits. It 
will be presumed that the consent was of 
this character, and was so accepted, if 
given by all parties having an interest 
adverse to the claimant. The decree will 
not be accepted if it is at variance with 
the law of the State; as, for example, 
an allowance made to an executor in ex
cess of that prescribed by statute. On 
the other hand, a deduction for the 
amount of a bona fide indebtedness of 
the decedent, or of a reasonable expense 
of administration, will not be denied be
cause no court decree has been entered 
if the amount would be allowable under 
local law.

(3) Estimated accounts. An item may 
be entered on the return for deduction 
though its exact amount is not then 
known, provided it is ascertainable with 
reasonable certainty, and will be paid. 
No deduction may be taken upon the
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basis of a vague or uncertain estimate. 
If the amount of a liability was not as
certainable at the time of final audit of 
the return by the district director, and, 
as a consequence, it was not allowed as a 
deduction in the audit and subsequently 
the amount of the liability is ascertained, 
relief may be sought by a petition to the 
Tax Court or a claim for refund as pro
vided by sections 6213 (a) and 6511, 
respectively.

(c) Provision applicable to first cate
gory only. Deductions of the first cate
gory (described in paragraph (a) (1) of 
this section) are limited under section 
2053 (a) to amounts which would be 
properly allowable out of property sub
ject to claims by the law of the jurisdic
tion under which the decedent’s estate 
is being administered. Further, the total 
allowable amount of deductions of the 
first category is limited by section 2053
(c) (2) to the sum of—

(1) The value of property included in 
the decedent’s gross estate and subject 
to claims, plus

(2) Amounts paid, out of property not 
subject to claims against the decedent’s 
estate, within 15 months after the dece
dent’s death (the period within which the 
estate tax return must be filed under 
section 6075), or within any extension of 
time for filing the return granted under 
section 6081.
The term “property subject to claims” 
is defined in section 2053 (c) (2) as 
meaning the property includible in the 
gross estate which, or the avails of which, 
under the applicable law,- would bear the 
burden of the payment of these deduc
tions in the final adjustment and settle
ment of the decedent’s estate. However, 
for the purposes of this definition, the 
value of property subject to claims is 
first reduced by the amount of any de
duction allowed under section 2054 for 
any losses from casualty or theft in
curred during the settlement of the 
estate attributable to such property. The 
application of this paragraph may be 
illustrated by the following examples:

Example ( i) . The only Item in the gross 
estate is real property valued at $250,000 
which the decedent and his surviving spouse 
held as tenants by the entirety. Under the 
local law this real property is not subject 
to claims. Funeral expenses of $1,200 and 
debts of the decedent in the amount of 
$1,500 are allowable under local law. Be- 
fore the prescribed date for filing the estate 
tax return the surviving spouse paid the 
funeral expenses and $1,000 of the debts. 
The remaining $500 of the debts was paid 
by her after the prescribed date for filing 
the return. The total amount allowable as 
deductions under section 2053 is limited to 
$2,200, the amount paid prior to the pre
scribed date for filing the return.

Example (2). The only two items in the 
gross estate were a bank deposit of $20,000 
and insurance in the amount of $150,000. 
The insurance was payable to the decedent’s 
surviving spouse and under local law was 
not subject to claims. Funeral expenses of 
$1,000 and debts in the amount of $29,000 
were allowable under local law. A son was 
executor of the estate and before the pre
scribed date for filing the estate tax return 
he paid the funeral expenses and $9,000 of 
the debts, using therefor $5,000 of the bank 
deposit and $5,000 supplied by the surviving 
spouse. After the prescribed date for filing 
the return the executor paid the remaining 
$20,000 of the debts, using for that purpose
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the $15,000 left in the bank account plus 
an additional $5,000 supplies by the surviv
ing spouse. The total amount allowable as 
deductions under section 2053 is limited to 
$25,000 ($20,000 of property subject to claims 
plus the $5,000 additional amount which, 
before the prescribed date for filing the re
turn, was paid out of property not subject 
to claims).

(d) Disallowance of double deductions. 
See section 642 (g) and § 1.642 (g)-l 
with respect to the disallowance for es
tate tax purposes *of certain deductions 
if the right to take such deductions is 
waived in order to permit their allow
ance for income tax purposes.

§ 20.2053-2 Deduction for funeral ex
penses. Such amounts for funeral ex
penses are allowed as deductions from 
a decedent’s gross estate as (a) are actu- 
ially expended, (to) would-be properly 
allowable out of property subject to 
claims under the laws of the local juris
diction, and (c) satisfy the requirements 
of. paragraph (c) of § 20.2053-1. A rea
sonable expenditure for a tombstone, 
monument, or mausoleum, or for a burial 
lot, either for the decedent or his family, 
including a reasonable expenditure for 
its future care, may be deducted under 
this heading, provided such an expendi
ture is allowable by the local law. In
cluded in funeral expenses is the cost 
of transportation of the person bringing 
the body to the place of burial.

§ 20.2053-3 Deduction for expenses of 
administering estate—(a) In general. 
The amounts deductible from a dece
dent’s gross estate as “administration 
expenses” of the first category (see 
§ 20.2053-1 (a) and (c)) are limited to 
such expenses as are actually and neces
sarily incurred in the administration of 
the decedent’s estate; that is, in the 
collection of assets, payment of debts, 
and distribution of property to the per
sons entitled to it. The expenses con
templated in the law are such only as 
attend the settlement of an estate pre
liminary to the transfer of the property 
of the estate to individual beneficiaries 
or to a trustee, whether the trustee is 
the executor or some other person. Ex
penditures not essential to the . proper 
settlement of the estate, but incurred for 
the individual benefit of the heirs, lega
tees, or devisees, may not be taken as 
deductions. Administration expenses in
clude (1) executor’s commissions; (2) 
attorney’s fees; and (3) miscellaneous 
expenses. Each of these classes is con
sidered separately in paragraphs (b) to
(d), inclusive, of. this section.

(b) Executor’s commissions. (1) The 
executor or administrator, in filing the 
estate tax return, may deduct his com
missions in such an amount as has actu
ally been paid, or in an amount which at 
the time of filing the estate tax return 
may reasonably be expected to be paid, 
but no deduction may be taken if no com
missions are to be collected.' If the 
amount of the commissions has not been 
fixed by decree of the proper court, the 
deduction will be allowed on the final 
audit of the return, to the extent that all 
three of the following conditions are 
satisfied:

(i) The district director is reasonably 
satisfied that the commissions claimed 
will be paid;

(ii) The amount entered as a deduc
tion is within the amount allowable by 
the laws of the jurisdiction in which the 
estate is being administered; and

(iii) It is in accordance with the usu
ally accepted practice in the jurisdiction 
to allow such an amount in estates of 
similar size and character.
If the deduction is disallowed in whole or 
in part on final audit, the disallowance 
will be subject to modification as the 
facts may later require. If the deduction 
is allowed in advance of payment and 
payment is thereafter waived, it shall 
be the duty of the executor to notify the 
district director and to pay the resulting 
tax, together with interest.

(2) A bequest or devise to the executor 
in lieu of commissions is not deductible. 
If, however, the decedent fixed by his 
will the compensation payable to the 
executor for services to be rendered in 
the administration of the estate, deduc
tion may be taken to the extent that the 
amount so fixed does not exceed the 
compensation allowable by the local law 
or practice.

(3) Except to the extent that a trustee 
is in fact performing services with re
spect to property subject to claims which 
would normally be performed by an 
executor, amounts paid as trustees’ com
missions do not constitute expenses of 
administration under the first category, 
and are only deductible to the extent 
provided in § 20.2053-8.

(c) Attorney’s fees. (1) The executor 
or administrator, in filing the estate tax 
return, may deduct such an amount of 
attorney’s fees as has actually been paid, 
or an amount which at the time of filing 
may reasonably be expected to be paid. 
If on the final audit of a return th3 fees 
claimed have not been awarded by the 
proper court and paid, the deduction will, 
nevertheless, be allowed, if the district 
director is reasonably satisfied that the 
amount claimed will be paid and that it 
does not exceed a reasonable remunera
tion for the services rendered, taking 
into account the size and character of the 
estate and the local law and practice. 
If the deduction is disallowed in whole 
or in part on final audit, the disallowance 
will be subject to modification as the 
facts may later require.

(2) A deduction for attorneys’fees in
curred in contesting an asserted defi
ciency or in prosecuting a claim for 
refund should be claimed a t the time 
the deficiency is contested or the refund 
claim is prosecuted. A deduction for 
reasonable attorneys’ fees actually paid 
in contesting an asserted deficiency or 
in prosecuting a claim for refund will be 
allowed even though the deduction, as 
such, was not claimed in the estate tax 
return or in the claim for refund. A 
deduction for these fees shall not be 
denied, and the sufficiency of a claim for 
refund shall not be questioned, solely by 
reason of the fact that the amount of the 
fees to be paid was not established a t the 
time that the right to the deduction was 
claimed.

(3) Attorney’s fees incurred by bene
ficiaries incident to litigation as to their 
respective interests do not constitute a 
proper deduction, inasmuch as expenses 
of this character are incurred on behalf
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of the beneficiaries personally and are 
not administration expenses.

(d) Miscellaneous administration ex
penses. Miscellaneous administration 
expenses include such expenses aa court 
costs, surrogates’ fees, accountants’ fees, 
appraisers’ fees, clerk hire, etc. Ex
penses necessarily incurred in preserving 
and distributing the estate are deduct
ible, including the -cost of storing or 
maintaining property of the estate, if it 
is impossible to effect immediate distri
bution to the beneficiaries. Expenses 
for preserving and caring for the prop
erty may not include outlays for addi
tions or improvements; nor will such 
expenses be allowed for a longer period 
than the executor is reasonably required 
to retain the property. A brokerage fee 
for selling property of the estate is de
ductible if the sale is necessary in order 
to pay the decedent’s debts, ;the expenses 
of administration, or taxes, or to effect 
distribution. Other expenses attending 
the sale are deductible, such as the fees 
of an auctioneer, if it is reasonably neces
sary to employ one.

§ 20.2053-4 Deduction for claims 
against the estate; in general, (a) The 
amounts that may be deducted as claims 
against a decedent’s estate are such only 
as represent personal obligations of the 
decedent existing at the time of his 
death, whether or not then matured, and 
interest thereon which had accrued at 
the time of death. Only interest accrued 
at the date of the decedent’s death is 
allowable even though the executor 
elects the alternate valuation method 
under section 2032. Only claims enforce
able against the decedent’s estate may be 
deducted. Except as otherwise provided 
m § 20.2053-5 with respect to pledges or 
subscriptions, section 2053 (c) (1) (A) 
provides that the allowance of a deduc
tion for a claim founded upon a promise 
or agreement is limited to the extent that 
the liability was contracted bona fide 
and for an adequate and full considera- 
s on oin money or money’s worth* See 
8 20.2043-1. Liabilities imposed by law 
or arising out of torts are deductible.

(b) A claim based solely on an agree
ment entered into by a decedent to sup
port a dependent for a period which 
extends beyond his death is not con
tracted for an adequate and full consid
eration in money or money’s worth since 
the decedent ordinarily has no obligation 
to support a dependent after his death, 
the decedent is considered as not having 
received consideration in money or 
money’s worth for the agreement at the 
time it was entered into, since his sup
port obligation was not discharged by 
the agreement, but only as each payment 
under the agreement was made. How
ever, to the extent that such an agree
ment is made to carry out a decree or 
order of a court of competent jurisdic- 
i°n entered in a divorce, separate main

tenance or annulment proceeding, or if 
made in advance of such a decree or 
order, is later incorporated or approved 
therein, or is contingent thereon, the 
agreement is pursuant to the obligation 
imposed by law in the decree or order, 
and to that extent a deduction is allowed 
tor a claim based on the agreement.
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§ 20.2053-5 Deductions for charitable, 
etc., pledges or subscriptions. A pledge 
or a subscription, evidenced by a promis
sory note or otherwise, even though en
forceable against the estate, is deductible 
only to the extent that—

(a) Liability therefor was contracted 
bona fide and for an adequate and full 
consideration in cash or its equivalent, or

(b) It would constitute an allowable 
deduction under section 2055 (relating 
to charitable, etc., deductions) if it had 
been a bequest.

§ 20.2053-6 Deduction for taxes—(a) 
In general. Taxes are deductible in 
computing a decedent’s gross estate only 
as claims against the estate (except to 
the extent that excise taxes may be al
lowable as administration expenses), and 
only to the extent not disallowed by 
section 2053 (c) (1) (B) (see the re
maining paragraphs of this section). 
However, see § 20.2053-9 with respect to 
the deduction allowed for certain State 
death taxes on charitable, etc., transfers.

(b) Property taxes. Property taxes 
are not deductible unless they accrued 
before the decedent’s death. However, 
they are not deductible merely because 
they have accrued in an accounting 
sense. Property taxes in order to be 
deductible must be an enforceable ob
ligation of the decedent at the time of 
his death. Real property taxes are de
ductible only if they have become a lien 
on the real property before the decedent’s 
death.

(c) Death taxes. No estate, succes
sion, legacy or inheritance tax payable by 
reason of the decedent’s death is deduc
tible, except as provided in § 20.2053-9 
with respect to certain State death taxes 
on charitable, etc., transfers. However, 
see sections 2011 and 2014 with respect 
to Credits for death taxes.

(d) Gift taxes. Unpaid gift taxes on 
gifts made by a decedent before his death 
are deductible. If a gift is considered 
as made half by the decedent and half 
by his spouse under section 2513, the 
entire amount of the gift tax, unpaid 
at the decedent’s death, attributable to 
a gift in fact made by the decedent is 
deductible. No portion of the tax a t
tributable to a gift in fact made by the 
decedent’s spouse is deductible except to 
the extent that the obligation is enforced 
against the decedent’s estate and his es
tate has no effective right of contribu
tion against his spouse. (See section 
2012 with respect to credit for gift taxes 
paid upon gifts of property included in 
a decedent’s gross estate.)

(e) Excise taxes. Excise taxes in
curred in selling property of a decedent’s 
estate are deductible as an expense of 
administration if the sale is necessary 
in order to pay the decedent’s debts, 
expenses of administration, or taxes, or 
to effect distribution. Excise taxes 
incurred in distributing property of the 
estate in kind are also deductible.

(f) Income taxes. Unpaid income 
taxes are deductible if they are on in
come properly includible in an income 
tax return of the decedent for a period 
before his death. Taxes on income re
ceived after the decedent’s death are 
not deductible. If income received by a 
decedent during his lifetime is included

in a joint income tax return filed by the 
decedent and his spouse, or by the 
decedent’s estate and his surviving 
spouse, the portion of the joint liability 
for the period covered by the return for 
which a deduction would be allowed is 
the amount for which the decedent’s 
estate would be liable under local law, 
as between the decedent and his spouse, 
after enforcement of any effective right 
of reimbursement or contribution. In 
the absence of evidence to the contrary, 
the deductible amount is presumed to 
be an amount bearing the same ratio to 
the total joint tax liability for the period 
covered by the return that the amount 
of income tax for which the decedent 
would have been liable if he had filed a 
separate return for that period bears to 
the total of the amounts for which the 
decedent and his spouse would have been 
liable if they had both filed separate 
returns for that period. Thus, the de
ductible amount equals 

Decedent’s separate tax 
Both separate taxes * Joint tax.

However, the deduction cannot in any 
event exceed the lesser of—

(1) The decedent’s liability for the 
period (as determined in this paragraph) 
reduced by the amounts already con
tributed by the decedent toward payment 
of the joint liability, or

(2) If there is an enforceable agree
ment between the decedent and his 
spouse or between the executor and the 
spouse relative to the payment of the 
joint liability, the amount which pur
suant to the agreement is to be con
tributed by the estate toward payment 
of the joint liability.
If the decedent’s estate and his surviving 
spous eare entitled to a refund on ac
count of an overpayment of a joint in
come tax liability, the overpayment is 
an asset includible in the decedent’s 
gross estate under section 2033 to the 
extent the decedent’s contributions to
ward payment of the joint tax exceeds 
his liability determined in accordance 
with the principles set forth in this para
graph (other than subparagraph (1) of 
this paragraph).

§ 20.2053-7 Deduction for u n p a i d  
mortgages. A deduction is allowed from 
a decedent’s gross estate of the full un
paid amount of a mortgage upon, or of 
any other indebtedness in respect of, 
any property of the gross estate, includ
ing interest which had accrued thereon 
to the date of death, provided the value 
of the property, undiminished by the 
amount of the mortgage or indebtedness, 
is returned as part of the value of the 
gross estate. If the decedent’s estate is 
liable for the amount of the mortgage or 
indebtedness, the full value of the prop
erty subject to the mortgage or indebted
ness must be included as part of the 
value of the gross estate; the amount of 
the mortgage or indebtedness being in 
such case allowed as a deduction. But 
if the decedent’s estate is not so liable, 
only the value of the equity of redemp
tion (or value of the property, less the 
mortgage or indebtedness) need be re
turned as part of the value of the gross 
estate. In no case may the deduction 
on account of the mortgage or indebted-
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ness exceed the liability therefor con
tracted bona fide and for an adequate 
and full consideration in money or mon
ey’s worth. See § 20.2043-1. Only inter
est accrued to the date of the decedent’s 
death is allowable even though the alter
nate valuation method under section 
2032 is selected. Inasmuch as real prop
erty outside of the United States does 
not form a part of the gross estate, no 
deduction may be taken of any mortgage 
thereon or any other indebtedness in 
respect thereof.

§ 20.2053-8 DedUbtion for expenses in 
administering property not subject to 
claims, (a) Expenses incurred in ad
ministering property included in a de
cedent’s gross estate but not subject to 
claims fall within the second category 
of deductions set forth in § 20.2053-1, 
and may be allowed as deductions if 
they—

(1) Would be allowed as deductions 
in the first category if the property being 
administered were subject to claims; and

(2) Were paid before the expiration 
of the period of limitation for assessment 
provided in section 6501.
Usually, these expenses are incurred in 
connection with the administration of a 
trust established by a decedent during 
his lifetime. They may also be incurred 
in connection with the collection of other 
assets or the transfer or clearance of title 
to other property included in a decedent’s 
gross estate for estate tax purposes but 
not included in his probate estate.

(b) These expenses may be allowed as 
deductions only to the extent that they 
would be allowed as deductions under the 
first category if the property were sub
ject to claims. See § 20.2053-3. The 
only expenses in administering property 
not subject to claims which are allowed 
as deductions are those occasioned by 
the decedent’s death and incurred in set
tling the decedent’s interest in the prop
erty or vesting good title to the property 
in the beneficiaries. Expenses not com
ing within the description in the pre
ceding sentence but incurred on behalf 
of the transferees are not deductible.

(c) The principles set forth in para
graphs (b), (c), and (d) of § 20.2053-3 
(relating to the allowance of executor’s 
commissions, attorney’s fees, and miscel
laneous administration expenses of the 
first category) are applied in determin
ing the extent to which trustee’s com
missions, attorney’s and accountant’s 
fees, and miscellaneous administration 
expenses are allowed in connection with 
the administration of property not 
subject to claims.

(d) The application of this section 
may be illustrated by the following 
examples:

Example (1). In 1940, the decedent made 
an irrevocable transfer of property to the X 
Trust Company, as trustee. The instrument 
of transfer provided that the trustee should 
pay the Income from the property to the 
decedent for the duration of his life and, 
upon his death, distribute the corpus of the 
trust among designated beneficiaries. The 
property was included in the decedent’s gross 
estate under the provisions of section 2086. 
Three months after the date of death, the 
trustee distributed the trust corpus among 
the beneficiaries, except for $6,000 which it

'PROPOSED RULE MAKING
withheld. The amount withheld represented 
$5,000 which it  retained as trustee’s com
missions in connection with the dissolution 
of the trust and $1,000 which i t  had paid 
to an attorney for representing it in connec
tion with the dissolution. Both the trustee’s 
commissions and the attorney’s fees were 
allowable under the law of the jurisdiction 
in which the trust was being administered, 
were reasonable in amount, and were in 
accord with local custom. Under these cir
cumstances the estate is allowed a deduction 
of $6,000.

Example (2). In 1945, the decedent made 
an irrevocable transfer of property to Y Trust 
Company, as trustee. The Instrument of 
transfer provided that the trustee should pay 
the income from the property to the decedent 
during his life. If the decedent’s wife sur
vived him, the trust was to continue for the 
duration of her life, with Y Trust Company 
and the decedent’s son as co-trustees, and 
with Income payable to her for the duration 
of her life. Upon the death of both the dece
dent and his wife, the corpus is to be dis
tributed among designated remaindermen. 
The decedent was survived by his wife. The 
property was included in the decedent’s 
grpss estate under the provisions of section 
2036. In accordance with local custom, the 
trustee made an accounting to the court as 
of the date of the decedent’s death. Fol
lowing the death of the decedent, a contro
versy arose among the remaindermen as to 
their respective rights under the instrument 
of transfer, and a suit was brought in court 
to which the trustee was made a party. As a 
part of the accounting, the court approved 
the following expenses which the trustee 
had paid within 3 years following the date 
of' death: $10,000, trustee’s commissions; 
$5,000, accountant’s fees; $25,000, attorney’s 
fees; and $2,500, representing fees paid to 
the guardian of a remainderman who was 
a minor. The trustee’s commissions and 
accountant’s fees were for services in con
nection with the usual issues involved in a 
trust accounting as also were half of the 
attorney’s and guardian’s fees. The re
mainder of the attorney’s and guardian’s 
fees were for services performed in connection 
with the suit brought by the remaindermen. 
The amount allowed as a deduction is the 
$28,750 ($10,000, trustee’s commissions;
$5,000, accountant’s fees; $12,500, attorney’s 
fees; and $1,250, guardian’s fees) Incurred 
as expenses in connection with the usual is
sues involved in a trust accounting. The 
remaining expenses are not allowed as de
ductions since they were incurred on behalf 
of the transferees.

Example (3). Decedent in 1950 made an 
irrevocable transfer of property to the Z 
Trust Company, as trustee. The instrument 
of transfer provided that the trustee should 
pay the income from the property to the 
decedent’s wife for the duration of her life. 
If the decedent survived his wife the trust 
corpus was to be returned to him but if he 
did not survive her, then upon the death of 
the wife the trust corpus was to be dis
tributed among their children. The de
cedent predeceased his wife and the trans
ferred property, less the value of the wife’s 
outstanding life estate, was included in his 
gross estate under the provisions of section 
2037 since his reversionary interest therein 
immediately before his death was in excess 
of 5 percent of the value of the property. 
At the wife’s request the court ordered the 
trustee to render an accounting of the trust 
property as of the date of the decedent’s 
death. No deduction will be allowed the 
decedent’s estate for any of the expenses 
Incurred in connection with the trust ac
counting, since the expenses were Incurred 
on behalf of the wife.

Example (4). If in the preceding example 
the decedent died without other property, 
and no executor or administrator of his

estate was appointed, so that It was necessary 
for the trustee to prepare an estate tax return 
and participate in its audit, and if the trustee 
required accounting proceedings for its own 
protection in accordance with local custom, 
trustees’, attorneys’ and guardians’ fees in 
Connection with the estate tax and account
ing proceedings would be deductible to the 
same extent that they would be deductible 
if the property were subject to claims. De
ductions incurred under similar circum
stances by a surviving joint tenant or the 
recipient of life Insurance proceeds would 
also be deductible.

§ 20.2053-9 Deduction for certain 
State death taxes— (a) General rule. A 
deduction is allowed a decedent’s estate 
under section 2053 (d) for the amount of 
any estate, succession, legacy, or inheri
tance tax imposed by a State, Territory, 
the District of Columbia, or any posses
sion of the United States upon a transfer 
by the decedent for charitable, etc., uses 
described in section 2055 or 2106 (a) (2) 
(relating to the estates of nonresidents 
not citizens), but only if (1) the condi
tions stated in paragraph (b) of this 
section are met, and (2) an election is 
made in accordance with the provisions 
of paragraph (c) of this section. See 
section 2011 (e) and § 20.2011-2 for the 
effect which the allowance of this de
duction has upon the credit for State 
death taxes.

(b) Condition for allowance of deduc
tion. (1) The deduction is not allowed 
unless either (i) the entire decrease in 
the Federal estate tax resulting from the 
allowance of the deduction inures solely 
to the benefit of a charitable, etc., trans
feree described in section 2055 or 2106 
(a) (2), or (ii) the Federal estate tax is 
equitably apportioned among all of the 
transferees (including the decedent’s 
surviving spouse and the charitable, etc., 
transferees) of property included in the 
decedent’s gross estate.

(2) For purposes of this paragraph, 
the Federal estate tax is considered to be 
equitably apportioned among all the 
transferees of property included in the 
decedent’s gross estate only if each 
transferee is required to bear the bur
den of the Federal estate tax in an 
amount, A, which bears the same ratio 
to B (the Federal estate tax payable 
after allowance of the credits authorized 
by sections 2011 to 2014, inclusive, and 
section 2102 (relating to estates of non
residents not citizens) ) as C (the value 
of the transfer, reduced as provided in 
the following sentence) bears to D (the 
sum of the taxable estate and the ex
emption allowed in computing the tax
able estate). If any deductions under 
sections 2053 (d), 2055 (charitable de
duction), 2056 (marital deduction), or 
2106 (a) (2) (relating to estates of non
residents not citizens) are allowed with 
respect to the transfer, factor “C” of the 
ratio is the value at which the transfer 
is included in the gross estate, reduced 
by the amount of thé deductions allowed 
under those sections with respect to the 
transfer.

(c) Exercise of election. The election 
to take a deduction for a State death tax 
imposed upon a transfer for charitable, 
etc., uses shall be exercised by the filing 
of a written notification to that effect 
with the district director of internal 
revenue in whose district the estate tax
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return for the decedent's estate was filed. 
The notification shall be filed before the 
expiration of the period of limitation for 
assessment provided in section 6501 (usu
ally 3 years from the last day for filing1 
the return) . The election may be re
voked by the executor by the filing of a 
written notification to that effect with 
the district director at any time before 
the expiration of such period.

(d) Amount of State death tax im
posed upon a transfer. If a State death 
tax is imposed upon the transfer of the 
decedent’s entire estate and not upon the 
transfer of a particular share thereof, the 
State death tax imposed upon a transfer 
for charitable, etc., uses is deemed to be 
an amount, E, which bears the same ratio 
to P (the amount of the State death tax 
imposed with respect to the transfer of 
the entire estate) as G (the value of the 
charitable, etc., transfer, reduced as pro
vided in the next sentence) bears to H 
(the total value of the properties, inter
ests, and benefits subjected to the State 
death tax received by all persons inter
ested in the estate, reduced as provided 
in the last sentence of this paragraph). 
In arriving at amount G of the ratio, the 
value of the charitable, etc., transfer is 
reduced by the amount of any deduction 
or exclusion allowed with respect to such 
property in determining the amount of 
the State death tax. In arriving at 
amount H of the ratio, the total value 
of the properties, interests, and benefits 
•subjected to State death tax received by 
all persons interested in the estate is re
duced by the amount of all deductions 
and exclusions allowed in determining 
the amount of the State death tax on 
account of the nature of a beneficiary or 
a beneficiary’s relationship to the de
cedent.

(e) Examples. The application of this 
section may be illustrated by the follow
ing examples:

Example (1 ). The decedent’s gross estate 
was valued a t $200,000. He bequeathed 
$90,000 to a nephew, $10,000 to Charity A, 
and the remainder of his estate to Charity B. 
State inheritance tax in the amount of 
$13,500 was imposed upon the bequest to the 
nephew, $1,500 upon the bequest to Charity
A, and $15,000 upon the bequest to Charity
B. Under the will and local law, each legatee 
Is required to pay the State inheritance tax 
on his bequest, and the Federal estate tax is 
to be paid out of the residuary estate. Since 
the entire burden of paying the Federal 
estate tax falls on Charity B, it follows that 
the decrease in tlfe Federal estate tax result
ing from the allowance of deductions for 
State death taxes in the amounts of $1,500 
and $15,000 would inure solely for the benefit 
of Charity B. Therefore, deductions of $1,500 
and $15,000 are allowable under section 2053 
(d). If, in this example, the Stat& death 
taxes as well as the Federal estate 1&x were 
to be paid out pf the residuary estate, the 
result would be the same.

Example (2) .  The decedent’s gross estate 
was $350,000. Expenses, indebtedness, etc., 
amounted to $50,000. The entire estate was 
bequeathed in equal shares to a son, a daugh
ter and Charity A. State inheritance tax in 
the amount of $2,000 was imposed upon the 
bequest to the son, $2,000 upon the bequest 
to the daughter and $5,000 upon the bequest 
to Charity A. Under the will and local law, 
each legatee is required to pay his own State 
inheritance tax and his proportionate share 
of the Federal estate tax after taking into 
consideration the net amount of his bequest

subjected to the Federal tax. Since the de
ductions under sections 2053 (d) and 2055 
are to be taken into account in determining 
Charity A’s share of the Federal estate tax, 
the tax is considered to be equitably appor
tioned. Thus, a deduction of $5,000 is allow
able under section 2053 (d). This deduction 
together with a deduction of $95,000 under 
section 2055 (charitable deduction) will 
mean that none of Charity A’s bequest is 
subjected to Federal estate tax. Hence, the 
son and the daughter will bear the entire 
estate tax.

E xam ple (3) . The decedent bequeathed 
his property in equal shares, after payment 
of all expenses, to a son, a daughter, and a 
charity. State inheritance tax of $2,000 was 
Imposed upon the bequest to the son, $2,000 
upon the bequest to the daughter, and 
$15,000 upon the bequest to the charity. 
Under the will and local law, each bene
ficiary pays the State inheritance tax on his 
bequest and the Federal estate tax is to be 
paid out of the estate as an administration 
expense. If the deduction for State death 
tax on the charitable bequest is allowed in 
this case, some portion of the decrease in 
the Federal estate tax would inure to the 
benefit of the son and the daughter. The 
Federal estate tax is not considered to be 
equitably apportioned in this case since the 
deductions under section 2055 (for the be
quest to charity) and under section 2053 (d) 
(for the State death tax imposed upon the 
charitable bequest) are not taken into ac
count in determining what portion of the 
burden of the Federal estate tax is to be 
borne by the charity. Inasmuch as some of 
the decrease in the Federal estate tax pay
able would inure to the benefit of the son 
and the daughter, and inasmuch as there is 
no equitable apportionment of the Federal 
estate tax, no deduction is allowable under 
section 2056 (d)..

§ 20.2054 Statutory provisions; losses.
Sec. 2054. Losses. For purposes of the tax 

Imposed by section 2001, the value of the 
taxable estate shall be determined by de
ducting from the value of the gross estate 
losses incurred during the settlement of 
estates arising from fires, storms, shipwrecks, 
or other casualties, or from theft, when such 
losses are not compensated for by insurance 
or otherwise.

§ 20.2054-1 Deduction for losses from 
casualties or theft. A deduction is al
lowed for losses incurred during the set
tlement of the estate arising from fires, 
storms, shipwrecks, or other casualties, 
or from theft, if the losses are not com
pensated for by insurance or otherwise. 
If the loss is partly compensated for, the 
excess of the loss over the compensation 
may be deducted. Losses which are not 
of the nature described are not deduc
tible. In order to. be deductible a loss 
must occur during the settlement of the 
estate. If a loss with respect to an asset 
occurs after its distribution to the dis
tributee it may not be deducted. Not
withstanding the foregoing, no deduction 
is allowed under this section if the estate 
has waived its right to take such a deduc
tion pursuant to the provisions of section 
642 (g) in order to permit its allowance 
for income tax purposes. See further 
§ 1.642 (g)-l.

§ 20.2055. Statutory provisions; trans
fers for public, charitable, and religious 
uses.

Sec. 2055. Transfers for publio , ch aritab le , 
and relig ious uses—(a) In  general. For pur
poses of the tax Imposed by section 2001, the 
value of the taxable estate shall be deter
mined by deducting from the value of the

gross estate the amount of all bequests, 
legacies, devises, or transfers (including the 
interest which falls into any such bequest, 
legacy, devise, or transfer as a result of an 
irrevocable dlclaimer of a bequest, legacy, 
devise, transfer, or power, if the disclaimer 
is made before the date prescribed for the 
filing of the estate tax return) —

(1) To or for the use of the United States, 
any State, Territory., any political subdivision 
thereof, or the District of Columbia, for 
exclusively public purposes;

(2) To or for the use of any corporation 
organized and operated exclusively for re
ligious, charitable, scientific, literary, or ed
ucational purposes, including the encourage
ment of art and the prevention of cruelty to 
children or animals, no part of the net 
earnings of which Inures to the benefit of 
any private stockholder or individual, and 
no substantial part of the activities of which 
is carrying on propaganda, or otherwise a t
tempting, to influence legislation;

(3) To a trustee or trustees, or a fraternal 
society, order, or association operating under 
the lodge system, but only if such contribu
tions or gifts are to be used by such trustee 
or trustees, or by such fraternal society, 
order, or association, exclusively for religious, 
charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to 
children or animals, and no substantial part 
of the activities of such trustee or trustees, 
or of such fraternal society, order, or associa
tion, is carrying on propaganda, or otherwise 
attempting, to influence legislation; or

(4) To or for the use of any veterans’ 
organization incorporated by act of Congress, 
or of its departments or local chapters or 
posts, no part of the net earnings of which 
inures to the benefit of any private share
holder or individual.
For purposes of this subsection, the complete 
termination before the date prescribed for 
the filing of the estate tax return of a power 
to consume, invade, or appropriate property 
for the benefit of an Individual before such 
power has been exercised by reason of the 
death of such individual or for any other 
reason shall be considered and deemed to 
be an irrevocable disclaimer with the same 
full force and effect as though he had filed 
such irrevocable disclaimer.

(b) Powers o f a p p o in tm e n t— (1) G eneral 
ru le . Property Includible in the decedent’s 
gross estate under section 2041 (relating to 
powers of appointment)' received by a donee 
described in this section shall, for purposes 
of this section, be considered a bequest of 
such decedent.

(2) Special ru le  fo r cer ta in  b eq u ests  su b 
je c t  to  pow er o f a p p o in tm e n t. For purposes 
of this section, in the case of a bequest in 
trust, if the surviving spouse of the decedent 
is entitled for life to all of the net Income 
from the trust and such surviving spouse 
has a power of appointment over the corpus 
of such trust exercisable by will in favor of, 
among others, organizations described in 
subsection (a) (2), such bequest in trust, 
reduced by the value of the life estate, shall, 
to the extent such power is exercised in favor 
of such organizations, be deemed a transfer 
to such organizations by the decedent if—

(A) No part of the corpus of such trust is 
distributed to a beneficiary during the life 
of the surviving spouse;

(B) Such surviving spouse was over 80 
years of age at the date of the decedent’s 
death;

(C) Such surviving spouse by affidavit exe
cuted within one year after the death of 
the decedent specifies the organizations de
scribed in subsection (a) (2) in favor of 
which he intends to exercise the power of 
appointment and indicates the amount or 
proportion each such organization is to re
ceive; and

(D) The power of appointment is exercised 
in favor of such organizations and in the
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amounts or proportions specified in the affi
davit required under subparagraph (C).
The affidavit referred to in subparagraph (C) 
shall be attached to the estate tax return of 
the decedent and shall constitute a sufficient 
basis for the allowance of the deduction un
der this paragraph in the first instance sub
ject to a later disallowance of the deduction 
if the conditions herein specified are not 
complied with.

(c) D eath  taxes payable o u t o f bequ ests. 
If the tax imposed by section 2001, or any 
estate, succession, legacy, or inheritance 
taxes, are, either by the terms of the will, 
by the law of the jurisdiction under which 
the estate is administered, or by the law 
of the jurisdiction imposing the particular 
tax, payable in whole or in part out of the 
bequests, legacies, or devises otherwise de
ductible under this section, then the amount 
deductible Tinder this section shall be the 
amount of such bequests, legacies, or devises 
reduced by the amount of such taxes.

(d) L im ita tio n  on  d ed u ctio n . The amount 
of the deduction under this section for any 
transfer shall not exceed the value of the 
transferred property required to be included 
in the gross estate.

(e ) D isallow ance o f d edu ction s in  cer ta in  
cases. For disallowance of certain chari
table, etc., deductions otherwise allowable 
under this section, see sections 5&4 and 681.

(f) O ther cross references. (1) For op
tion as to time for valuation for purpose of 
deduction under this section, see section 
2032.

(2) For exemption of bequests to or for 
benefit of Library of Congress, see section 5 
of the Act of March 3, 1925, as amended (56 
Stat. 765; 2 U. S. C. 161).

(3) For construction of bequests for bene
fit of the library of the Post Office Depart
ment as bequests to or for the use of the 
United States, see section 2 of the Act of 
August 8, 1946 (60 Stat. 924; 5 U. S. C. 893).

(4) For exemption of bequests for benefit 
of Office of Naval Records and Library, Navy 
Department, see section 2 of the Act of 
March 4, 1937 ( 50 Stat. 25; 5 U. S. C. 419b).

(5) For exemption of bequests to or for 
benefit of National Park Service, see section 
5 of the Act of July 10, 1935 (49 Stat. 478; 16 
U. S. C. 19c).

(6) For construction of devises or bequests 
accepted by the Secretary of State under the 
Foreign Service Act of 1946 as devises or be
quests to or for the use of the United States, 
6ee section 1021 (e) of that Act (60 Stat. 
1032; 22 U. S. C. 809).

(7) For construction of gifts or bequests 
of money accepted by the Attorney General 
for credit to “Commissary Funds, Federal 
Prisons” as gifts or bequests to or for the 
use of the United States, see section 2 of 
the Act of May 15, 1952, 66 Stat. 73, as 
amended by the Act of July 9, 1952, 66 Stat. 
479 (31 U. S. C. 725s—4).

(8) For payment of tax on bequests of 
United States obligations to the United 
States, see section 24 of the Second Liberty 
Bond Act, as amended (59 Stat. 48, § 4; 31 
U. S. C. 757e).

(9) For construction of bequests for bene
fit of or use in connection with the Naval 
Academy as bequests to or for the use of the 
United States, see section 8 of the Act of 
March 31, 1944 (58 Stat. 135; 34 U. S. C. 
1115b).

(10) For exemption of bequests for bene
fit of Naval Academy Museum, see section 
4 of the Act of March 26, 1938 (52 Stat. 119; 
34U.S.C. 1119).

(11) For exemption of bequests received 
by National Archives Trust Fund Board, see 
section 7 of the National Archives Trust 
Fund Board Act (55 Stat. 582; 44 U. 8. O. 
300gg).
[Sec. 2055 as amended by sec. 1, Pub. Law 
1011 (84th Cong.) ]
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§ 20.2055-1 Deduction for transfers 
for public, charitable, and religious uses; 
in general—(a) General rule. A deduc
tion is allowed under section 2055 (a) 
from the gross estate of a decedent who 
was a citizen or resident of the United 
States at the time of his death for the 
value of property included in the dece
dent’s gross estate and transferred by 
the decedent during his lifetime or by 
will—

(1) To or for the use of the United 
States, any State, Territory, any political 
subdivision thereof, or the District of 
Columbia, for e x c l u s i v e l y  public 
purposes;

(2) To or for the use of any corpora
tion or association organized and oper
ated exclusively for religious, charitable, 
scientific, literary, or educational pur
poses (including the encouragement of 
art and the prevention of cruelty to chil
dren or animals), if no part of the net 
earnings of the corporation or associa
tion inures to the benefit of any private 
stockholder or individual (other than as 
a legitimate object of such purposes), 
and no substantial part of its activities 
is carrying on propaganda, or otherwise 
attempting, to influence legislation;

(3) To a trustee or trustees, or a fra
ternal society, order, or association oper
ating under the lodge system, if the 
transferred property is to be used exclu
sively for religious, charitable, scientific, 
literary, or educational purposes (or for 
the prevention of cruelty to children or 
animals), and if no substantial part of 
the activities of such transferee is carry
ing on p r o p a g a n d a ,  or otherwise 
attempting, to influence legislation; or

(4) To or for the use of any veterans’ 
organization incorporated by Act of Con
gress, or of any of its departments, local 
chapters, or posts, no part of the net 
earnings of which inures to the benefit 
of any private shareholder or individual.
The deduction is not limited, in the case 
of estates of citizens or residents of the 
United States, to transfers to domestic 
corporations or associations, or to 
trustees for use within the United States. 
Nor is the deduction subject to percent
age limitations such as are applicable to 
the charitable deduction under the in
come tax. However, sections 503 (e) and 
681 (b) (5) provide that no deduction 
is allowed for transfers to organizations 
or trusts described in subparagraphs (2) 
and (3) of this paragraph which have 
engaged in certain “prohibited transac
tions” (see § 20.2055-4).

(b) Powers of appointment—(1) Gen
eral rule. A deduction is allowable under 
section 2055 (b) for the value of property 
passing to or for the use of a transferee 
described in paragraph (a) of this sec
tion by the exercise, failure to exercise, 
release or lapse of a power of appoint
ment by reason of which the property is 
includible in the decedent’s gross estate 
under section 2041.

(2) Certain bequests subject to power 
of appointment. For the allowance of a 
deduction in the case of a bequest in 
trust where the decedent’s surviving 
spouse (i) was over 80 years of age at the 
date of the decedent’s death, (ii) was 
entitled for life to all of the net income 
from the trust, and (iii) had a power of

appointment over the corpus of the trust 
exercisable by will in favor of, among 
others, a charitable organization, see sec
tion .2055 (b) (2). See also section 6503
(e) for suspension of the period of limita
tions for assessment or collection of any 
deficiency attributable to the allowance 
of the deduction.

(c) Submission of evidence. In es
tablishing the right of the estate to the 
deduction authorized by section 2055, the 
executor should submit the following 
with the return:

(1) A copy of any instrument in writ
ing by which the decedent made a trans
fer of property in his lifetime the value 
of which is required by statute to be in
cluded in his gross estate, for which a 
deduction under section 2055 is claimed. 
If the instrument is of record the copy 
should be certified, and if not of record, 
the copy should be verified.

(2) A written statement by the execu
tor containing a declaration that it is 
made under penalties of perjury and 
stating whether any action has been 
instituted to construe or to contest the 
decedent’s will or any provision thereof 
affecting the charitable deduction 
claimed and whether, according to his 
information and belief, any such action 
is designed or contemplated.
The executor shall also submit such other 
documents or evidence as may be re
quested by the district director.

§ 20.2055-2 Transfers not exclusively 
for charitable purposes—(a) Remainders 
and similar interests. If a trust is 
created or property is transferred for 
both a charitable and a private purpose, 
deduction may be taken of the value of 
the charitable beneficial interest only 
insofar as that interest is presently as
certainable, and hence severable from 
the noncharitable interest. The present 
value of a remainder or other deferred 
payment to be made for a charitable pur
pose is to be determined in accordance 
with the rules stated in § 20.2031-7. 
Thus, if money or property is placed in 
trust to pay the income to an individual 
during his life, or for a term of years, and 
then to pay the principal to a charitable 
organization, the present value of the 
remainder is deductible. To determine 
the present value of such remainder use 
the appropriate factor from column 4 of 
Table I or Table H of § 20.2031-7, which
ever is applicable. If the interest trans
ferred is such that its value is to be de
termined by a special computation (see 
§ 20.2031-7 (e), a request for a specific 
factor, accompanied by a statement of 
the date of birth of each person the dura
tion of whose life may affect the value of 
the remainder, and by copies of the rele
vant instruments, may be submitted to 
the Commissioner who in his discretion 
may supply the factor requested. If the 
Commisisoner does not furnish the fac
tor, the claim for deduction must be sup
ported by a full statement of the compu
tation of the present value made ' in 
accordance with the principles set 
forth in the applicable paragraph of 
§20.2031-7.

(b) Transfers subject to a condition 
or a power. If, as of the date of a de
cedent’s death, a transfer for charitable 
purposes is dependent upon the perform-
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ance of some act or the happening of a 
precedent event in order that it might 
become effective, no deduction is allow« 
able unless the possibility that the 
charitable transfer will not become 
effective is so r e m o t e  as to be 
negligible. If an estate or interest 
has passed to or is vested in charity a t 
the time of a decedent’s death and the 
estate or interest would be defeated by 
the performance of some abt or the hap
pening of some event, the occurrence of 
which appeared to have been highly 
improbable at the time of the decedent’s 
death, the deduction is allowable. The 
deduction is not allowed ip the case of 
a transfer in trust conveying a present 
interest in income if by reason of all the 
conditions and circumstances surround
ing the transfer it appears that the 
charity may not receive the beneficial 
enjoyment of the interest. For example, 
assume that assets placed in trust consist 
of stock in a corporation controlled by 
the decedent and his family, that the 
trustees and remaindermen are likewise 
members of the decedent’s family, and 
that the governing instrument contains 
no adequate guarantee of the requisite 
income to the charitable organization. 
Under such circumstances, no deduction 
will be allowed. Similarly, if the trustees 
were not members of the decedent’s 
family but had no power to sell or other
wise dispose of the closely held stock, or 
otherwise insure the requisite enjoyment 
of income to the charitable organization, 
no deduction will be allowed.

(O Disclaimers. The amount of a be
quest, devise or transfer, for which a 
deduction is allowable under section 
2055, includes an interest which falls into 
the bequest, devise or transfer as a result 
of either—

(1) A disclaimer of a bequest, devise, 
transfer, or power, if (i) the disclaimer 
is made within 15 months after the de
cedent’s death (the period of time within 
which the estate tax return must be filed 
under section 6075) or within any exten
sion of time for filing the return granted 
pursuant to section 6081, and (ii) the 
disclaimer is irrevocable at the time the 
deduction is allowed, or

(2) The complete termination of a 
power to consume, invade, or appropriate 
property for the benefit of an individual 
(whether the termination occurs by rea
son of the death of the individual, or 
otherwise) if the termination occurs (i) 
before the date prescribed for the filing 
of the estate tax return, and (ii) before 
the power has been exercised.
Ordinarily, a disclaimer made by a per
son not under any legal disability will 
be considered irrevocable when filed with 
the probate court. A disclaimer is a 
complete and unqualified refusal to 
accept the rights to which one is entitled. 
Thus, if a beneficiary uses these rights 
for his own purposes, as by receiving a 
consideration for his formal disclaimer, 
he has not refused the rights to which 
he was entitled. There can be no dis
claimer after an acceptance of these 
rights, expressly or impliedly. The dis
claimer of a power is to be distinguished 
“ ■om the release or exercise of a power. 
■The release or exercise of a power by the 
donee of the power in favor of a person

or object described in paragraph (a) of 
this section does not result in any deduc
tion under section 2055 in the estate of 
the donor of a power (but see § 20.2055-1 
(b) with respect to the donee’s estate).

(d) Payments in compromise. If a 
charitable organization assigns or sur
renders a part of a transfer to its pursu
ant to a compromise agreement in settle
ment of a controversy, the amount so 
assigned or surrendered, is not deduct
ible as a transfer to that charitable 
organization. \

§ 20.2055-3 Death taxes payable out 
of charitable transfers, (a) If under the 
terms of the will or other governing in
strument, or the law of the jurisdiction 
imposing the particular tax, the Federal 
estate tax, or any estate, succession, 
legacy, or inheritance tax is payable in 
whole or in part out of any property the 
transfer of which would otherwise be 
allowable as a deduction under section 
2055, section 2055 (c) provides that the 
sum deductible is the amount of the 
transferred property reduced by the 
amount of the tax. Section 2055' (c) in 
effect provides that the deduction is 
based on the amount actually available 
for charitable uses, that is, the amount 
of the fund remaining after the payment 
of all death taxes. Thus, if $50,000 is 
bequeathed for a charitable purpose and 
is subjected to a State inheritance tax of 
$5,000, payable out of the $50,000, the 
amount deductible is $45,000. If a life 
estate is bequeathed to an individual 
with remainder over to a charitable or
ganization, and by the local law the in
heritance tax upon the life estate is paid 
out of the corpus with the result that the 
charitable organization will be entitled 
to receive only the amount of the fund 
less the tax, the deduction is limited to 
the present value, as of the date of the 
testator’s death, of the remainder of the 
fund so reduced. If a testator bequeaths 
his residuary estate, or a portion of it, 
to charity, and his will contains a direc
tion that certain inheritance taxes, 
otherwise payable from legacies upon 
which they Were imposed, shall be paya
ble out of the residuary estate, the de
duction may not exceed the bequest to 
charity thus reduced pursuant to the 
direction of the will. If a residuary es
tate, or a portion of it, is bequeathed to 
charity, and by the local law the Federal 
estate tax is payable out of the residuary 
estate, the deduction may not exceed that 
portion of the residuary estate be
queathed to charity as reduced by the 
Federal estate tax. The return should 
fully disclose the computation of the 
amount to be deducted. If the amount to 
be deducted is dependent upon the 
amount of any death tax yrhich has not 
been paid before the filing of the return, 
there should be submitted with the return 
a computation of that tax.

(b) It should be noted that if the Fed
eral estate tax is payable out of a char
itable transfer so that the amount of the 
transfer otherwise passing to charity is 
reduced by the amount of the tax, the 
resultant decrease in the amount passing 
to charity will further reduce the allow
able deduction. In such a  case, the 
amount of the charitable deduction can 
be obtained only by a series of trial-and-

error computations, or by a formula. If, 
in addition, interdependent State and 
Federal taxes are involved, the computa
tion becomes highly complicated. Ex
amples of methods of computation of the 
charitable deduction and the marital de
duction (with which similar problems are 
encountered) in various situations are 
contained in supplemental instructions 
to the estate tax return.

§ 20.2055-4 Disallowance of charitable, 
etc., deductions because of “prohibited 
transactions.” (a) Sections 503 (e) and 
681 (b) (5) provide that no deduction 
which would otherwise be allowable un
der section 2055 for the value of property 
transferred by the decedent during his 
lifetime or by will for religious, charita
ble, scientific, literary, or educational 
purposes (including the encouragement 
of art and the prevention of cruelty to 
children or animals) is allowed if (1) the 
transfer is made in trust, and, for income 
tax purposes for the taxable year of the 
trust in which the transfer is made, the 
deduction otherwise allowable to the 
trust under section 642 (c) is limited by 
section 681 (b)(1) by reason of the trust 
having engaged in a prohibited trans
action described in section 681 (b) (2), 
or (2) the transfer is made to a corpora
tion, community chest, fund or founda
tion which, for its taxable year in which 
the transfer is made, is not exempt from 
income tax under section 501 (a) by 
reason of having engaged in a prohibited 
transaction described in section 503 (c).

(b) For purposes of section 681 (b)
(5) and section 503 (e), the term “trans
fer” includes any gift, contribution, be
quest, devise, legacy, or other disposition. 
In  applying such sections for estate tax 
purposes, a transfer, whether made dur
ing the decedent’s lifetime or by will, is 
considered as having been made a t the 
moment of the decedent’s death.

(c) The income tax regulations con
tain the rules for the determination of 
the taxable year of the trust for which 
the deduction under section 642 (c) 
is limited by section 681 (b) and for the 
determination of the taxable year of the 
organization for which an exemption is 
denied under section 503 (a). Gener
ally, such taxable year is a taxable year 
subsequent to the taxable year during 
which the trust or organization has been 
notified by the Commissioner of Internal 
Revenue that it has engaged in a pro
hibited transaction. However, if the 
trust or organization during or prior to 
the taxable year entered into the pro
hibited transaction for the purpose of 
diverting its corpus or income from the 
charitable or other purposes by reason 
of which it is entitled to a deduction or 
exemption, and the transaction involves 
a substantial part of the income or cor
pus, then the deduction of the trust un
der section 642 (c) for such taxable year 
is limited by section 681 (b), or exemp
tion of the organization for such taxable 
year is denied under section 503 (a), 
whether or not the organization has pre
viously received notification by the Com
missioner of Internal Revenue that it is 
engaged in a prohibited transaction. In 
certain cases, the limitation of sections 
681 or 503 may be removed or the ex
emption may be reinstated for certain
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subsequent taxable years under the rules 
set forth in the income tax regulations 
under sections 681 and 503, In cases in 
which prior notification by the Commis
sioner of Internal Revenue is not re
quired in order to limit the deduction 
of the trust under section 681 (b) or 
to deny exemption of the organization 
under section 503, the deduction other
wise allowable under section 2055 is not 
disallowed in respect of transfers made 
during the same taxable year of the 
trust or organization in which a pro
hibited transaction occurred or in a prior 
taxable year unless the decedent or a 
member of his family was a party to 
the prohibited transaction. For the pur
pose of the preceding sentence, the mem
bers of the decedent’s family include only 
his brothers and sisters, whether by 
whole or half blood, spouse, ancestors, 
and lineal descendants.

§ 20.2056 (a) Statutory provisions; 
bequests, etc., to surviving spouse; al
lowance of marital deduction.

S ec. 2065. B equ ests, e tc ., to  su rv iv in g  
spouse— (a ) A llow ance o f m a rita l d ed u c tio n . 
F o r  pu rpo ses of th e  ta x  im po sed  b y  sectio n  
2001, th e  v a lu e  of th e  tax ab le  estate  s h a ll,  
except as lim ite d  b y  sub sectio n s' ( b ) ,  ( c ) ,  
a n d  ( d ) ,  be d eterm in ed  b y  d e d u ctin g  fro m  
th e  v a lu e  o f  th e  gross esta te  a n  a m o u n t  
e q u a l to  th e  v a lu e  of a n y  in te re st  in  p ro p erty  
w h ic h  passes o r h a s  passed  fro m  th e  deced en t  
to  h is  su rv iv in g  spouse, b u t  o n ly  to  th e  
e x te n t th a t  su c h  in te re st  is  in c lu d e d  in  d e
te rm in in g  th e  v a lu e  of th e  gross estate .

§ 20.2056 (a )-l Marital deduction; in 
general, (a) A deduction is allowed 
under section 2056 from the gross estate 
of a decedent who was a citizen or resi
dent of the United States at the time of 
his death for the value of any property 
interest which passed from the decedent 
to his surviving spouse, if the interest is 
a "deductible interest" as defined in 
§ 20.2056 (a)-2, and if the total of such 
interests does not exceed the percentage 
limitation set forth in §§ 20.2056 (0 -1  
and 20.2056 (c)-2. This deduction is re
ferred to as the "marital deduction". 
The marital deduction is generally not 
available if the decedent’s gross estate 
consists exclusively of property held by 
the decedent and his surviving spouse as 
community property under the law of 
any State, Territory, or possession of the 
United States, or any foreign country. 
See § 20.2056 (c)-2. Except as otherwise 
provided by a convention with a foreign 
country, the marital deduction is not 
allowed in the case of an estate of a non
resident who was not a citizen of the 
United States. However, if the decedent 
was a citizen or resident, his estate is 
not deprived of the right to the marital 
deduction by reason of the fact that his 
surviving spouse was neither a resident 
nor a citizen. For convenience, the sur
viving spouse is generally referred to in 
the feminine gender, but if the decedent 
was a woman the reference is to her 
surviving husband. Sections 20.2056
(b)-l through 20.2056 (b)-6 contain 
miscellaneous rules for determining the 
a m o u n t  of “deductible interests” ; 
§§ 20.2056 (c )-l and 20.2056 (c)-2 pro
vide a percentage limitation on the 
allowable amount of the marital deduc
tion; § 20.2056 (d )-l states special rules
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concerning disclaimers of interests in 
property; and §§ 20.2056 (e)-l through
20.2056 (e)-3 define various terms used 
in the aforementioned sections.

(b) In order to obtain the marital de
duction with respect to any property in
terest, the executor must establish the 
following facts:

(1) That the decedent was survived 
by his spouse (see § 20.2056 (e)-2 (e));

(2) That the property interest passed 
from the decedent to his spouse (see 
§§ 20.2056 (b)-5, 20.2056 (b)-6, 20.2056
(d) - l ,  and 20.2056 (e)-l through 20.2056
(e) -3 ) ;

(3) That the property interest is a 
"deductible i n t e r e s t "  (see § 20.2056
(a )-2 );

(4) The value of the property interest 
(see § 20.2056 (b )-4 ); and

(5) The value of the decedent’s "ad
justed gross estate" (see §§ 20.2056 (c)-l 
and 20.2056 (c)-2).
The executor must submit such proof as 
is necessary to establish the right of the 
estate to the marital deduction, includ
ing any*evidence requested by the district 
director.

§ 20.2056 (a)-2 Marital deduction; 
“deductible interests” and “nondeducti
ble interests”, (a) Property interests 
which passed from a decedent to his sur
viving spouse fall within two general 
categories: (1) Those with respect to 
which the marital deduction is author
ized, and (2) those with respect to which 
the marital deduction is not authorized. 
These categories are referred to in this 
section and other sections of the regula
tions under section 2056 as "deductible 
interests” and "nondeductible interests”, 
respectively (see paragraph (b) of this 
section). Subject to the percentage limi
tation set forth in §§ 20.2056 (c)-l and
20.2056 (c)-2, the marital deduction is 
equal in amount to the aggregate value 
of the "deductible interests”.

(b) An interest passing to a decedent’s 
surviving spouse is a “deductible inter
est” if it does not fall within one of the 
following categories of "nondeductible 
interests":

(1) Any property interest which 
passed from the decedent to his surviv
ing spouse is a “nondeductible interest” 
to the extent it is not included in the 
decedent’s gross estate.

(2) If a deduction is allowed under
section 2053 (relating to deductions for 
expenses and indebtedness) by reason of 
the passing of a property interest from 
the decedent to his surviving spouse, such 
interest is, to the extent of the deduction 
under section 2053, a "nondeductible in
terest". Thus, a property interest which 
passed from the decedent to his surviving 
spouse in satisfaction of a deductible 
claim of the spouse against the estate 
is, to the extent of the claim, a “non
deductible interest” (see § 20.2056 (b)-4). 
Similarly, amounts deducted under sec
tion 2053 (a) (2) for commissions
allowed to the surviving spouse as 
executor are "nondeductible.” As to 
the valuation, for the purpose of the 
marital deduction, of any property inter
est which passed from the decedent to 
his surviving spouse subject to a mort

gage or other encumbrance, see § 20.2056
(b)-4.

(3) If during settlement of the estate 
a loss deductible under section 2054 
occurs with respect to a propery inter
est, then that interest is, to the extent of 
the deductible loss, a "nondeductible in
terest" for the purpose of the marital 
deduction.

(4) A property interest passing to a 
decedent’s surviving spouse which is a 
“terminable interest", as defined in 
§ 20.2056 (b)-l, is a “nondeductible in
terest” to the extent specified in that sec
tion.

§ 20.2056 (b) Statutory provisions; 
bequests, etc., to surviving spouse; limita
tion in the case of life estate or other 
terminable interest.

Sec. 2056. B equests, e tc ., to  su rviv in g  
spouse. * * *

(b) L im ita tio n  in  th e  case o f  life e s ta te  
or o th er  term in ab le  in te res t— (1) G eneral 
ru le. Where, on the lapse of time, on the 
occurrence of an event or contingency, or on 
the failure of an event or contingency to 
occur, an interest passing to the surviving 
spouse will terminate or fail, no deduction 
shall be allowed under this section with 
respect to such interest—

(A) If an interest in such property passes 
or has passed (for less than an adequate and 
full consideration in money or money’s 
worth) from the decedent to any person 
other than such surviving spouse (or the 
estate of such spouse); and

(B) If by reason of such passing such 
person (or his heirs or assigns) may possess 
or enjoy any part of such property after such 
termination or failure of the interest so pass
ing to the surviving spouse;
and no deduction shall be allowed with 
respect to such interest (even if such deduc
tion is not disallowed under subparagraphs 
(A) and (B)) —

(C) If such interest is to be acquired for 
the surviving spouse, pursuant to directions 
of the decedent, by his executor or by the 
trustee of a trust.
For purposes of this paragraph, an interest 
shall not be considered as an interest which 
Will terminate or fail merely because it is 
the ownership of a bond, note, or similar 
contractual obligation, the discharge of 
which would not have the effect of an an
nuity for life or for a term.

(2) In te res t in  u n id en tified  assets. Where 
the assets (included in the decedent’s gross 
estate) out of which, or the proceeds of 
which, an interest passing to the surviving 
spouse may be satisfied Include a particular 
asset or assets with respect to which no 
deduction would be allowed if such asset or 
assets passed from the decedent to such 
spouse, then the value of such interest pass
ing to such spouse shall, for purposes of 
subsection (a), be reduced by the aggregate 
value of such particular assets.

(3) In te re s t o f spouse con d ition a l on su r
v iva l for lim ite d  period . For purposes of this 
subsection, an interest passing to the sur
viving spouse shall not be considered as an 
interest which will terminate or fail on the 
death of such spouse if—

(A) Such death will cause a termination 
or failure of such interest only if it occurs 
within a period not exceeding 6 months after 
the decedent’s death, or only if it occurs as 
a result of a common disaster resulting in 
the death of the decedent and the surviving 
spouse, or only if it occurs in the case of 
either such event; and

(B) Such termination or failure does not 
in fact occur.

(4) V aluation  o f in te res t passing to  su r
v iv in g  spouse. In determining for purposes
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of subsection (a) the value of any interest 
in property passing to the surviving spouse 
for which a deduction is allowed by this 
section—

(A) There shall be taken into account the 
effect which the tax imposed by section 2001, 
or any estate, succession, legacy, or inherit
ance tax, has on the net value to the sur
viving spouse of such interest; and

(B) Where such interest or property is 
encumbered in any manner, or where the 
surviving spouse incurs any obligation im
posed by the decedent with respect to the 
passing of such interest, such encumbrance 
or obligation shall be taken into account 
in the same manner as if the amount of a 
gift to such spouse of such interest were 
being determined.

(5) Life estate with power of appointment 
in surviving spouse. In the case of an inter
est in property passing from the decedent, 
if his surviving spouse is entitled for life to 
all the income from the entire interest, or 
all the income from a specific portion thereof, 
payable annually or a t more frequent inter
vals, with power in the surviving spouse to 
appoint the entire interest, or such specific 
portion (exercisable in favor of such sur
viving spouse, or of the estate of such sur
viving spouse, or in favor of either, whether 
or not in each case the power is exercisable in 
favor of others), and with no power in any 
other person to appoint any part of the 
interest, or such specific portion, to any per
son other than the surviving spouse—

(A) The interest or such portion thereof 
so passing shall, for purposes of subsection 
(a), be considered as passing to the surviving 
spouse, and

(B) No part of the interest so passing 
shall, for purposes of paragraph (1) (A), be 
considered as passing to any person other 
than the surviving spouse.
This paragraph shall apply only if such 
power in the surviving spouse to appoint the 
entire interest, or such specific portion 
thereof, whether exercisable by will or during 
life, is exercisable by such spouse alone and 
in all events.

(6) Life insurance or annuity payments 
with power of appointment in surviving 
spouse. In the case of an interest in prop
erty passing from the decedent consisting of 
proceeds under a life insurance, endowment, 
or annuity contract, if under the terms of 
the contract such proceeds are payable in 
Installments or are held by the insurer 
subject to an agreement to pay interest 
thereon (whether the proceeds, on the ter
mination of any interest payments, are pay
able in a lump sum or in annual or more 
frequent installments), and such installment 
or interest payments are payable annually 
or at more frequent intervals, commencing 
not later than 13 months after the decedent’s 
death, and all amounts, or a specific portion 
of all such amounts, payable during the life 
of the surviving spouse are payable only to 
such spouse, and such spouse has the power 
to appoint all amounts, or such specific por
tion, payable under such contract (exercis
able in favor of such surviving spouse, or of 
the estate of such surviving spouse, or in 
favor of either, whether or not in each case 
the power is exercisable in favor of others), 
With no power in any other person to appoint 
such amounts to any person other than the 
surviving spouse—

(A) Such amounts shall, for purposes of 
subsection'(a), be considered as passing to 
the surviving spouse, and

(B) No part of such amounts shall, for 
purposes of paragraph (1) (A), be considered 
as passing to any person other than the sur
viving spouse.
This paragraph shall apply only if, under the 
ferms of the contract, such power in the 
urviving spouse to appoint such amounts, 

whether exercisable by will or during life,

is exercisable by such spouse alone and in all 
events.

§ 20.2056 (b)-l Marital deduction; 
limitation in case of life estate or other 
“terminable interest”—(a) In general. 
Section 2056 (b) provides that no marital 
deduction is allowed with respect to cer
tain property interests, referred to gen
erally as “terminable interests”, passing 
from a decedent to his surviving spouse^ 
The phrase “terminable interest” is de
fined in paragraph (b) of this section. 
However, the fact that an interest in 
property passing to a decedent’s surviv
ing spouse is a “terminable interest” 
makes it nondeductible only (1) under 
the circumstances described in para
graph (c) of this section, and (2) if it 
does not come within one of the excep
tions referred to in paragraph (d) of this 
section.

(b) “Terminable interests”, A “ter
minable interest” in property is an in
terest which will terminate or fail on the 
lapse of time or on the occurrence or the 
failure to occur of some contingency. 
Life estates, terms for years, annuities, 
patents, and copyrights are therefore 
terminable interests. However, a bond, 
note, or similar contractual obligation, 
the discharge of which would not have 
the effect of an annuity or a term for 
years, is not a terminable interest.

(c) Nondeductible terminable inter
ests. A property interest passing to a 
decedent’s surviving spouse is deductible 
(if it is not otherwise disqualified under 
§ 20.2056 (a)-2) even though it is a ter
minable interest, and even though it does 
not come within one of the exceptions 
described in paragraph (d) of this sec
tion, unless (1) another interest in the 
same property passed from the decedent 
to some other person for less than an 
adequate and full consideration in money 
or money’s worth, and (2) by reason of 
its passing the other person or his heirs 
or assigns may possess or enjoy any part 
of the property after the termination or 
failure of the spouse’s interest. There
fore, if a decedent transfers to his spouse 
all the interest he ever had in a term 
for years, a patent, or any other termi
nable interest, the interest of the spouse 
is a deductible interest if it is not other
wise disqualified under § 20.2056 (a)-2. 
However, the provisions of this para
graph are subject to qualification under 
the following circumstances: ?

(i) If the decedent has directed his 
executor or a trustee to acquire a ter
minable interest for his surviving spouse 
(see paragraph (f) of this section).

(ii) If an interest passing to the de
cedent’s surviving spouse may be satis
fied out of a group of assets which in
cludes a nondeductible interest (see 
§ 20.2056 (b)-2).

(d) Exceptions. A property interest 
passing to a decedent’s surviving spouse 
is deductible (if it is not otherwise dis
qualified under § 20.2056 (a)-2) even 
though it is a terminable interest, and 
even though an interest therein passed 
to another person, if it is a terminable 
interest only because—

(1) It is conditioned on the spouse’s 
surviving for a limited period, in the 
manner described in § 20.2056 (b)—3;

(2) It is a right to income for life with 
a general power of appointment, meet
ing the requirements set forth in 
§ 20.2056 (b)-5; or

(3) It consists of life insurance or an
nuity payments held by the insurer with 
a general power of appointment in the 
spouse, meeting the requirements set 
forth in § 20.2056 (b)-6.

(e) Miscellaneous principles. (1) In 
determining whether an interest passed 
from the decedent to some other person, 
it is immaterial whether interests in the 
same property passed to the decedent’s 
spouse and another person at the same 
time, or under the same instrument.

(2) In determining whether an in
terest in the same property passed from 
the decedent both to his surviving spouse 
and to some other person, a distinction 
is to be drawn between “property”, as 
such term is used in section 2056, and 
an “interest in property”. The term 
“property” refers to the underlying 
property in which various interests exist; 
each such interest is not for this purpose 
to be considered as “property”.

(3) Whether or not an interest is non
deductible because it is a terminable in
terest is to be determined by reference 
to the property interests which actually 
passed from the decedent. Subsequent 
conversions of the property are imma
terial for this purpose. T^ius, where a 
decedent bequeathed his estate to his 
wife for life with remainder to his chil
dren, the interest which passed to his 
wife is a nondeductible interest, even 
though the wife agrees with the chil
dren to take a fractional share of the 
estate in fee in lieu of the life interest 
in the whole, or sells the life estate for 
cash, or acquires the remainder interest 
of the children either by purchase or 
gift.

(4) The terms "passed from the de
cedent,” “passed from the decedent to 
his surviving spouse,” and “passed from 
the decedent to a person other than 
his surviving spouse” are defined in 
§§ 20.2056 (e )-l through 20.2056 (e)-3.

(f) Direction to acquire a terminable 
interest. No marital deduction is al
lowed with respect to a property interest 
which a decedent directs his executor or 
a trustee to convert after his death into 
a terminable interest for his surviving 
spouse. The marital deduction is not 
allowed even though no interest in the 
property subject to the terminable in
terest passes to another person and even 
though the interest would otherwise 
come within the exceptions described in 
§ 20.2056 (b)-5 and § 20.2056 (b)-6 (re
lating to life estates and life insurance 
annuity payments with powers of ap
pointment) . However, a general invest
ment power, authorizing investments in 
both terminable interests and other 
property, is not a direction to invest in 
a terminable interest.

(g) Examples. The application of 
this section may be illustrated by the 
following examples in each of which it 
is assumed that the property interest 
which passed from the decedent to a 
person other than his surviving spouse 
did not pass for an adequate and full 
consideration in money or money’s 
worth:
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E xam ple  (1). H (the decedent) devised 
real property to W (his surviving wife) for 
life, with remainder to A and his heirs. 
The interest which passed from H to W is 
a nondeductible interest since it will termi
nate upon her death and A (or his heirs or 
assigns) will thereafter possess or enjoy the 
property.

E xam ple (2) .  H bequeathed the residue 
of his estate in trust for the benefit of W 
and A. The trust income is to be paid to 
W for life, and upon her death the corpus 
is to be distributed to A or his issue. How
ever, if A should die without issue, leaving 
W surviving, the corpus is then to be dis
tributed to W. The interest which passed 
from H to W is a nondeductible interest 
6ince it will terminate in the event of her 
death if A or his issue survive, and A or 
his issue will thereafter possess or enjov the 
property.

Exam ple  (3). H during his lifetime pur
chased an annuity contract providing for 
payments to himself for life and then to 
W for life if she should survive him. Upon 
the death of the survivor of H and W, the 
excess, if any, of the cost of the contract over 
the annuity payments theretofore made was 
to be refunded to A. The interest which 
passed from H to W is a nondeductible in
terest since A may possess or enjoy a part 
of the property following the termination of 
the interest of W. If, however, the contract 
provided for no refund upon the death of 
the survivor of H and W, or provided that 
any refund was to go to the estate of the 
survivor, then the interest which passed 
from H to W is (to the extent it is included 
in H's gross estate) a deductible Interest.

E xam ple (4) .  H, in contemplation of 
death, transferred a residence to A for life 
with remainder to W provided W survives 
A, but if W predeceases A, the property is 
to pass to B and his heirs. If  it  is assumed 
that H died during A’s lifetime, and the value 
of the residence was included in determining 
the value of his gross estate, the interest 
which passed from H to W is a nondeductible 
Interest since it will terminate if W prede
ceases A and the property will thereafter be 
possessed or enjoyed by B (or his heirs or 
assigns). This result is not affected by B’s 
assignment of his interest during H’s life
time, whether made in favor of W or another 
person, since the term “assigns” (as used in 
section 2056 (b) (1) (B)) includes such an 
assignee. However, if it is assumed tha t A 
predeceased H, the interest of B in the prop
erty was extinguished, and, viewed as of the 
time of the subsequent death of H, the in
terest which passed from him to W is the 
entire interest in the property and, there
fore, a deductible interest.

E xam ple  (5). H transferred real property 
to A by gift, reserving the right to the rentals 
of the property for a term of 20 years. H 
died within the 20-year term, bequeathing 
the right to the remaining rentals to a trust 
for the benefit of W. The terms of the trust 
satisfy the five conditions stated in § 20.2056 
(b)-5, so that the property interest which 
passed in trust is considered to have passed 
from H to W. However, the interest is a 
nondeductible interest since it will terminate 
upon the expiration of the term and A will 
thereafter possess or enjoy the property.

Exam ple (6) .  H bequeathed a patent to 
W and A as tenahts in common. In this case, 
the interest of W will terminate upon the 
expiration of the term of the patent, but 
possession or enjoyment of the property by 
A must necessarily cease at the same time. 
Therefore, since A’s possession or enjoyment 
cannot outlast the termination of W’s in
terest, the latter is a deductible interest.

Exam ple  (7). A decedent bequeathed 
$100,000 to his wife, subject to a direction to 
his executor to use the bequest for the pur
chase of an annuity for the wife. The 
bequest is a nondeductible interest.

§ 20.2056 (b)-2 Marital deduction; in
terest in unidentified assets, (a) Section 
2056 (b) (2) provides that if an interest 
passing to a decedent’s surviving spouse 
may be satisfied out of assets (or their 
proceeds) which include a particular as
set that would be a nondeductible interest 
if it passed from the decedent to his 
spouse, the value of the interest pass
ing to the spouse is reduced, for the pur
pose of the marital deduction, by the 
value of the particular asset.

(b) In order for section 2056 (b) (2) 
to apply, two circumstances must coexist, 
as follows:

(1) The property interest which passed 
from the decedent to his surviving spouse 
must be payable out of a group of assets 
included in the gross estate. Examples 
of property interests payable out of a 
group of assets are a general legacy, a 
bequest of the residue of the decedent’s 
estate or of a portion of the residue, and 
a right to a share of the corpus of a trust 
upon its termination.

(2) The group of assets out of which 
the property interest is payable must in
clude one or more particular assets 
which, if passing specifically to the sur
viving spouse, would be nondeductible 
interests. Therefore, section 2056 (b) 
(2) is not applicable merely because the 
group of assets includes a terminable 
interest, but would only be applicable 
if the terminable interest were nonde
ductible under the provisions of § 20.2056 
(b )-l (a).

(c) If both of the circumstances set 
forth in paragraph (b) of this section are 
present, the property interest payable 
out of the group of assets is (except as 
to any excess of its value over the aggre
gate value of the particular asset or 
assets which would not be deductible if 
passing specifically to the surviving 
spouse), a nondeductible interest.

(d) The application of this section may 
be illustrated by the following example:

Exam ple. A decedent bequeathed one- 
third of the residue of his estate to his wife. 
The property passing under the decedent’s 
will included a right to the rentals of an 
office building for a term of years, reserved 
by the decedent under a deed of the building 
by way of gift to his son. The decedent did 
not make a specific bequest of the right to 
such rentals. Such right, if passing specifi
cally. to the wife, would be a nondeductible 
interest (see example (5) of $20.2056 (b )-l
(g)). I t is assumed tha t the value of the 
bequest of one-third of the residue of the 
estate to the wife was $85,000, and that the 
right to the rentals was included in the gross 
estate at a value of $60,000. If the decedent’s 
executor had the right under the decedent’s 
wiU or local law to assign the entire lease in 
satisfaction of the bequest, the bequest is a 
nondeductible interest to the extent of 
$60,000. If the executor could only assign a 
one-third interest in the lease in satisfaction 
of the bequest, the bequest is a nondeduct
ible interest to the extent of $20,000. If the 
decedent’s will provided that his wife’s be
quest could not be satisfied with a non- 
deductible interest, the entire bequest is a 
deductible interest. If, in this example, the 
asset in question had been foreign real estate 
not included in the decedent’s gross estate, 
the results would be the same.

§ 20.2056 (b)-3 Marital deduction; 
interest of spouse conditioned on survival 
for limited period—(a) In general. 
Generally, no marital deduction is al

lowable if the Interest passing to the 
surviving spouse is a terminable interest 
as defined in § 20.2056 (b)-l (b). How
ever, section 2056 (b) (3) provides an 
exception to this rule so as to allow a 
deduction if (1) the only condition under 
which it will terminate is the death of 
the surviving spouse within 6 months 
after the decedent’s death, or her death 
as a result of a common disaster which 
also resulted in the decedent’s death, and
(2) the condition does not in fact occur.

(b) ¡fix months survival. If the only 
condition which will cause the interest 
taken by the surviving spouse to termi
nate is of such nature that it can occur 
only within 6 months following the de
cedent’s death, the exception provided 
by section 2056 (b) (3) will apply, pro
vided the condition does not in fact 
occur. However, if the condition (unless 
it relates to death as a result of a com
mon disaster) is one which may occur 
either within the 6-month period or 
thereafter, the exception provided by 
section 2056 (b) (3) will not apply.

(c) Common disaster. If a property 
interest passed from the decedent to his 
surviving spouse subject to the condition 
that she does not die as a result of a 
common disaster which also resulted in 
the decedent’s death, the exception pro
vided by section 2056 (b) (3) will not be 
applied in the final audit of the return 
if there is still a possibility that the sur
viving spouse may be deprived of the 
property interest by operation of the 
common disaster provision as given 
effect by the local law.

(d) Examples. The application of 
this section may be illustrated by the 
following examples:

E xam ple (1) .  A decedent bequeathed his 
entire estate to his spouse on condition that 
she survive him by 6 months. In the event 
his spouse failed to survive him by 6 months, 
his estate was to go to his niece and her 
heirs. The decedent was survived by his 
spouse. I t  will be observed that, as of the 
time of the decedent’s death, it was possible 
that the niece would, by reason of the in
terest which passed to her from the decedent, 
possess dr enjoy the estate after the ter
mination of the interest which passed to the 
spouse. Hence, under the general rule set 
forth in § 20.2056 (b)-l, the interest which 
passed to the spouse would be regarded as 
a nondeductible interest. If the surviving 
spouse in fact died within 6 months after 
the decedent’s death, that general rule is to 
be applied, and the interest which passed to 
the spouse is a nondeductible interest. How
ever, if the spouse in fact survived the de
cedent by 6 months, thus extinguishing the 
interest of the niece, the case comes within 
the exception provided »by section 2056 (b)
(3) , and the interest which passed to the 
spouse is a deductible Interest. (It is as
sumed for the purpose of this example that 
no other factor which would cause the 
interest to be nondeductible is present.)

E xam ple (2) .  The facts are the same as 
in example (1) except that the will provided 
that the estate was to go to the niece either 
in case the decedent and his spouse should 
both die as a result of a common disaster, 
or in case the spouse should fail to survive 
the decedent by 3 months. I t is assumed 
that the decedent was survived by his spouse. 
In this example, the interest which passed 
from the decedent to his surviving spouse 
is to be regarded as a nondeductible interest 
if the surviving spouse in fact died either 
within 3 months after the decedent's death 
or as a result of a common disaster which
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also resulted In the decedent’s death. How
ever, if the spouse in fact survived the de
cedent by 3 months, and did not thereafter 
die as a result of a common disaster which 
also resulted in the decedent’s death, the 
exception provided under section 2056 (b) 
(3) will apply.

Example (3). The facts are the same as 
in example (1) except that the will provided 
that the estate was to go to the niece if the 
decedent and his spouse should both die as 
a result of a common disaster and if the 
spouse failed to survive the decedent by 3 
months. If the spouse in fact survived the 
decedent by 3 months, the interest of the 
niece is extinguished, and the interest pass
ing to the spouse is a deductible interest.

Example (4). A decedent devised and be
queathed his residuary estate to his wife if 
she was living on the date of distribution of 
his estate. The devise and bequest is a non
deductible interest even though distribution 
took place within 6 months after the de
cedent’s death and the surviving spouse in 
fact survived the date of distribution.

§ 20.2056 (b)-4 Marital deduction; 
valuation of interest passing to surviving 
spouse—(a) In general. The value, for 
the purpose of the marital deduction, of 
any deductible interest which passed 
from the decedent to his surviving spouse 
is to be determined as of the date of the 
decedent’s death, except that if the ex
ecutor elects the alternate valuation 
method under section 2032 the valuation 
is to be determined as of the date of the 
decedent’s death but with the adjust
ment described in § 20.2032-1 (a) (3). 
The marital deduction may be taken only 
with respect to the net value of any 
deductible interest which passed from 
the decedent to his surviving spouse, the 
satne principles being applicable as if the 
amount of a gift to the spouse were being 
determined. In determining the value 
of the interest in property passing to the 
spouse account must be taken of the 
effect of any material limitations upon 
her right to income from the property. 
An example of a case in which this rule 
may be applied is a bequest of property 
in trust for the benefit of the decedent’s 
spouse but the income from the property 
from the date of the decedent’s death 
until distribution of the property to the 
trustee is to be used to pay expenses 
incurred in the administration of the 
estate.

(b) Property interest subject to an en
cumbrance on obligation. If a property 
interest passed from the decedent to his 
surviving spouse subject to a mortgage 
?F °^®r encumbrance, or if an obliga
tion is imposed upon the surviving spouse 
by the decedent in connection with the 
Passing of a property interest, the value 
of the property interest is to be reduced 
by the amount of the mortgage, other 
encumbrance, or obligation. However, 
if under the terms of the decedent’s will 
or under local law the executor is re
quired to discharge, out of other assets 

^ece^en ’̂s estate, a mortgage or 
other encumbrance on property passing 
from the decedent to his surviving 
spouse, or is required to reimburse the 
surviving spouse for the amount of the 
mortgage or other encumbrance and in 
fact does so, such payment or reimburse
ment constitutes an additional interest 
Passing to the surviving spouse. The 
Passing of a property interest subject to
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the imposition of an obligation by the 
decedent does not include a bequest, de
vise, or transfer in lieu of dower, curtesy, 
or of a statutory estate created in lieu 
of dower or curtesy, or of other marital 
rights in the decedent’s property or 
estate. The passing of a property in
terest subject to the imposition of an 
obligation by . the decedent does, how
ever, include a bequest, etc., in lieu of 
the interest of his surviving spouse under 
community property laws unless such 
interest was, immediately prior to the 
decedent’s death, a mere expectancy. 
(As to the circumstances under which 
the interest of the surviving spouse is 
regarded as a mere expectancy see 
§ 20.2056 (c)-2.) The following ex
amples are illustrative of property in
terests which passed from the decedent 
to his surviving spouse subject to the 
imposition of an obligation by the dece
dent:

Example (1)* A decedent devised a resi
dence valued a t $25,000 to his wife, with a 
direction that she pay $5,000 to his sister. 
For the purpose of the marital deduction, the 
value of the property interest passing to the 
wife is only $20,000.

Example (2). A decedent devised real 
property to his wife in satisfaction of a debt 
owing to her. The debt is a deductible claim 
under section 2053. Since the wife is obli
gated to relinquish the claim as a condition 
to acceptance of the devise,  ̂the value of the 
devise is, for the purpose of the marital 
deduction, to be reduced by the amount of 
the claim.

Example (3). A deeedent bequeathed cer
tain securities to his wife in lieu of her 
interest in property held by them as com
munity property under the law of the State 
of their residence. The wife elected to re
linquish her community property interest 
and to take the bequest. For the purpose 
of the marital deduction, the value of the 
bequest is to be reduced by the value of the 
community property interest relinquished 
by the wife.

(c) Effect of death taxes. (1) In the 
determination of the value of any prop
erty interest which passed from the de
cedent to his surviving spouse, there must 
be taken into account the eifect which 
the Federal estate tax, or any estate, 
succession, legacy, or inheritance tax, 
has upon the net value to the surviving 
spouse of the property interest.

(2) For example, assume that the only 
bequest to the surviving spouse is 
$100,000 and the spouse is required to pay 
a State inheritance tax in the amount of 
$1,500. If no other death taxes affect 
the net value of the bequest, the value, 
for the purpose of the marital deduction, 
is $98,500.

(3) As another example, assume that 
a decedent devised real property to his 
wife having a value for Federal estate 
tax purposes of $100,000 and also be
queathed to her a nondeductiblerinterest 
for life under a trust. The State of resi
dence valued the real property at $90,000 
and the life interest at $30,000, and im
posed an inheritance tax (at graduated 
rates) of $4,800 with respect to the two 
interests. If it is assumed that the in
heritance tax on the devise is required 
to be paid by the wife, the amount of tax 
to be ascribed to the devise is

120,000
~90,000 X $4,800 =  $3,600.

Accordingly, if no other death taxes af
fect the net value of the bequest, the 
value, for the purpose of the marital de
duction, is $100,000 less $3,600, or $96,400.

(4) If the decedent bequeaths his re
siduary estate, or a portion of it, to his 
surviving spouse, and his will contains a 
direction that all death taxes shall be 
payable out of the residuary estate, the 
value of the bequest, for the purpose of 
the marital deduction, is based upon the 
amount of the residue as reduced pur
suant to such direction. If the residuary 
estate, or a portion of it, is bequeathed 
to the surviving spouse, and by the local 
law the Federal estate tax is payable out 
of the residuary estate, the value of the 
bequest, for the purpose of the marital 
deduction, may not exceed its value as 
reduced by the Federal estate tax. 
Methods of computing the deduction, 
under such circumstances, are set forth 
in supplemental instructions to the es
tate tax return.

(d) Remainder interests. If the in
come from property is made payable to 
another individual for life, or for a term 
of years, with remainder absolutely to 
the surviving spouse or to her estate, the 
marital deduction is based upon the pres
ent value of the remainder. The present 
value of the remainder is to be deter
mined in accordance with the rules stated 
in § 20.2031-7. For example, if the sur
viving spouse is to receive $50,000 upon 
the death of a person aged 31 years, the 
present value of the remainder is $14,- 
466. If the remainder is such that its 
value is to be determined by a special 
computation (see §'20.2031-7 (e)), a 
request for a specific factor may be sub
mitted to the Commissioner. The re
quest should be accompanied by a state
ment of the date of birth of each person, 
the duration of whose life may affect the 
value of the remainder, and copies of the 
relevant instruments. T h e  Commis
sioner may, if conditions permit, supply 
the factor requested. If the Commis
sioner does not furnish the factor, the 
claim for deduction must be supported 
by a full statement of the computation 
of the present value made in accordance 
with the principles set forth in the ap
plicable paragraphs of § 20.2031-7.

§ 20.2056 (b)-5 Marital deduction; 
life estate with power of appointment in 
surviving spouse—(a) In general. Sec
tion 2056 (b) (5) provides that if an in
terest in property passes from the de
cedent to his surviving spouse (whether 
or not in trust) and the spouse is entitled 
for life to all the income from the entire 
interest or all the income from a specific 
portion of the entire interest, with a 
power in her to appoint the entire inter
est or the specific portion, the interest 
which passes to her is a deductible in
terest, to the extent that it satisfies all 
five of the conditions set forth below 
(see paragraph (b) of this section if one 
or more of the conditions is satisfied as 
to only a portion of the interest) :

(1) The surviving spouse must be en
titled for life to all of the income from 
the entire interest or a specific portion of 
the entire interest, or to a specific portion 
of all the income from the entire interest.
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(2) The income payable to the sur

viving spouse must be payable annually 
or at more frequent intervals.

(3) The surviving spouse must have 
the power to appoint the entire interest 
or the specific portion to either herself or 
her estate.

(4) The power in the surviving spouse 
must be exercisable by her alone and 
(whether exercisable by will or during 
life) must be exercisable in all events.

(5) The entire interest or the specific 
portion must not be subject to a power 
in any other person to appoint any part 
to any person other than the surviving 
spouse.

(b) Specific p o r t i o n ; deductible 
amount. If either the right to income-or 
the power of appointment passing to the 
surviving spouse pertains only to a spe
cific portion of a property interest pass
ing from the decedent, the marital de
duction is allowed only to the extent that 
the rights in the surviving spouse meet 
all of the five conditions described in 
paragraph (a) of this section. While 
the rights over the income and the power 
must coexist as to the same interest int 
property, it is not necessary that the 
rights over the income or the power as 
to such interest be in the same propor
tion. However, if the rights over income 
meeting the required conditions set forth 
in paragraph (a) (1) an d  (2) of this 
section extend over a smaller share of 
the property interest than the share with 
respect to which the power of appoint
ment requirements set forth in para
graph (a) (3) through (5) of this sec
tion are satisfied, the deductible Interest 
is limited to the smaller share. Con
versely, if a power of appointment meet
ing all the requirements extends to a 
smaller portion of the property interest 
than the portion over which the income 
rights pertain, the deductible interest 
cannot exceed the value of the portion 
to which such power of appointment 
applies. Thus, if the decedent leaves to 
his surviving spouse the right to receive 
annually all of the income from a partic
ular property interest and a power of 
appointment meeting the specifications 
prescribed in paragraph (a) (3) through
(5) of this section as to only one-half 
of the property interest, then only one- 
half of the property interest is treated 
as a deductible interest. Correspond
ingly if the income interest of the spouse 
satisfying the requirements extends to 
only one-fourth of the property interest 
and a testamentary power of appoint
ment satisfying the requirements extends 
to all of the property interest, then only 
one-fourth of the interest in the spouse 
qualifies as a deductible interest. Fur
ther, if the surviving spouse has no right 
to income from a specific portion of a 
property interest but a testamentary 
power of appointment which meets the 
necessary conditions over the entire in
terest, then none of the interest qualifies 
for the deduction. In addition, if, from 
the time of the decedent’s death, the 
surviving spouse has a power of appoint
ment meeting all of the required condi
tions over three-fourths of the entire 
property interest and the prescribed in
come rights over the entire interest, but 
with a power in another person to ap
point one-half of the entire interest, the

value of the interest in the surviving 
spouse over only one-half of the property 
interest will qualify as a deductible 
interest.

(c) Definition of “specific p o r t i o n A 
partial interest in property is not treated 
as a specific portion of the entire interest 
unless the rights of the surviving spouse 
in income and as to the power constitute 
a fractional or percentile share of a 
property interest so that such interest or 
share in the surviving spouse reflects its 
proportionate share of the increment or 
decline in the whole of the property in
terest to which the income rights and the 
power relate. Thus, if the right of the 
spouse to income and the power extend 
to one-half or a specified percentage of 
the property, or the equivalent, the in
terest is considered as a specific portion. 
On the other hand, if the annual income 
of the spouse is limited to a specific sum, 
or if she has a power to appoint only a 
specific sum out of a larger fund, the 
interest is not a deductible interest. 
Even though the rights in the surviving 
spouse may not be expressed in terms of 
a definite fraction or percentage, a de
duction may be allowable if it is shown 
that the effect of local law is to give the 
spouse rights which are identical to those 
she would have acquired if the size of the 
share had been expressed in terms of 
a  definite fraction or percentage. The 
following examples illustrate the appli
cation of this and the preceding para
graphs of this section:

Example (1). The decedent transferred to 
a trustee 500 identical shares of X Company 
stock. He provided that during the lifetime 
of the surviving spouse the trustee should 
pay her annually one-half of the trust in
come or $6,000, whichever is the larger. The 
spouse was also given’ a general power of 
appointment, exercisable by her last will 
over the sum of $160,000 or over three- 
fourths of the trust corpus, whichever should 
be of larger value. Since there is no cer
tainty that the trust income will not vary 
from year to year, for purposes of para
graphs (a) and (b) of this section, an an
nual payment of a specified sum, such as 
the $6,000 provided for in this case, is not 
considered as representing the income from 
a definite fraction or a specific portion of 
the entire Interest if that were the éxtent 
of the spouse’s interest. However, since the 
spouse is to receive annually a t least one- 
half of the trust income’, she will, for pur
poses of paragraphs (a) and (b) of this 
section, be considered as receiving all of 
the income from one-half of the entire in
terest in the stock. Inasmuch as there is 
no certainty that the value of the stock 
will be the same on the date of the sur
viving spouse’s death as it was on the date 
of the decedent’s death, for purposes of 
paragraphs (a) and (b) of this section, a 
specified sum, such as the $160,000 provided 
for in this case, is not considered to be a 
definite fraction of the entire interest. How
ever, since the surviving spouse has a general 
power of appointment over a t least three- 
fourths of the trust corpus, she is considered 
as having a general power of appointment 
over three-fourths of the entire interest 
In the stock.

Example (2). The decedent bequeathed 
to a trustee an office building and 250 identi
cal shares of Y Company stock. He provided 
that during the lifetime of thé surviving 
spouse the trustee should pay her annually 
three-fourths of the trust income. The 
spouse was given a general power of appoint
ment, exercisable by will, over the office 
building and 100 shares of the stock. By the

terms of the decedent's will the spouse is 
given all the income from a definite fraction 
of the entire interest in the office building 
and in the stock. She also has a general 
power of appointment over the entire interest 
in the office building. However, since the 
amount of property represented by a single 
share of stock would be altered if the cor
poration split its stock, issued stock divi
dends, made a distribution of capital, etc., 
a power to appoint 100 shares at the time 
of the surviving spouse’s death is not the 
same necessarily as a power to appoint 100/ 
250 of the entire interest which the 250 
shares represented on the date of the de
cedent’s death. If it is shown in this case 
that the effect of local law is to. give the 
spouse a general power to appoint not only 
the 100 shares designated by the decedent 
but also 100/250 of any shares or amounts 
which are distributed by the corporation and 
included in the corpus, the requirements of 
this paragraph will be satisfied and the sur
viving spouse will be considered as having 
a general power to appoint 100/250 of the 
entire interest in the 250 shares.

(d) Definition of “entire interest”. 
Since a marital deduction is allowed for 
each qualifying separate interest in 
property passing from the decedent to 
his surviving spouse (subject to the per
centage limitation contained in § § 20.- 
2056 (c) —1 and 20.2056 (c)-2 concerning 
the aggregate amount of the deductions), 
for purposes of paragraphs (a) and (b) 
of this section, each property interest 
with respect to which the surviving 
spouse received some rights is considered 
separately in determining whether her 
rights extend to the entire interest or to 
a specific portion of the entire interest. 
A property interest which consists of 
several identical units of property (such 
as a block of 250 shares of stock, whether 
the ownership is evidenced by one or 
several certificates) is considered one 
property interest, unless certain of the 
units are to be segregated and accorded 
different treatment, in which case each 
segregated group of items is considered 
a separate property interest. The be
quest of a specified sum of money con
stitutes the bequest of a separate prop
erty interest if immediately following 
distribution by the executor and thence
forth it, and the investments made with 
it, must be so segregated as to permit its 
identification as a separate item of prop
erty. The application of this paragraph 
may be illustrated by the following ex
amples:

Example (1). The decedent transferred to 
a trustee three adjoining farms, Blackacre, 
Whiteacre, and Greenacre. His will provided 
tha t during the lifetime of the surviving 
spouse the trustee should pay her all of the 
Income from the trust. Upon her death, all 
of Blackacre, a one-half interest in White- 
acre, and a one-third interest in Greenacre 
were to be distributed to the person or per
sons appointed by her in her will. The sur
viving spouse is considered as being entitled 
to all of the income from the entire interest 
In Blackacre, all of the Income from the 
entire interest in Whiteacre, and all of the 
Income from the entire interest in Greenacre. 
She also is considered as having a power of 
appointment over the entire interest in 
Blackacre, over one-half of the entire interest 
In Whiteacre, and over one-third of the en
tire interest In Greenacre.

Example (2). The decedent bequeathed 
$250,000 to C, as trustee. C is to invest the 
money and pay all of the income from the 
Investments to W, the decedent’s surviving 
spouse, annually. W was given a general
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power, exercisable by will, to appoint half 
of the corpus of the trust. Here, immedi
ately following distribution by the executor, 
the $250,000 will be sufficiently segregated 
to permit its identification as a separate 
item, and the $250,000 will constitute an en
tire property interest. Therefore, W has a 
right to income and a power of appointment 
such that one-half of the entire interest is 
a deductible interest.

Example (3). The decent bequeathed 100 
shares of Z Corporation stock to D, as trustee. 
W, the decedent’s surviving spouse, is to re
ceive all of the income of the trust annually 
and is given a general power, exercisable by 
will, to appoint out of the trust corpus the 
sum of $25,000. In this case the $25,000 is 
not, immediately following distribution, suf
ficiently segregated to permit its identifica
tion as a separate item of property in which 
the surviving spouse has the entire interest. 
Therefore, the $25,000 does not constitute 
the entire interest in a property for the 
purpose of paragraphs (a) and (b) of this 
section.

(e) Application of local law. In deter
mining whether or not the conditions 
set forth in paragraph (a) (1) through 
(5) of this section are satisfied by the 
instrument of transfer, regard is to be 
had to the applicable provisions of the 
law of thé jurisdiction under which the 
interest passes and, if the transfer is 
in trust, the applicable provisions of the 
law governing the administration of the 
trust. For example, silence of a trust 
instrument'as to the frequency of pay
ment will not be regarded as a failure 
to satisfy the condition set forth in para
graph (a) (2) of this section that in
come must be payable to the surviving 
spouse annually or more frequently un
less the applicable law permits payment 
to be made less frequently than annually. 
The principles outlined in this paragraph 
and paragraphs (f) and (g) of this sec
tion which are applied in determining 
whether transfers in trust meet such 
conditions are equally applicable in as
certaining whether, in the case of inter
ests not in trust, the surviving spouse 
has the equivalent in rights over income 
and over the property.

(f) Right to income. (1) If an interest 
is transferred in trust, the surviving 
spouse is “entitled for life to all of the 
income from the entire interest or a 
specific portion of the entire interest,” 
for the purpose of the condition set forth 
in paragraph (a) (1) of this section, if 
the effect of the trust is to give her sub
stantially that degree of beneficial en
joyment of the trust property during her 
hfe which the principles of the law of 
trusts accord to a person who is unquali
fiedly designated as the life beneficiary 
?f a trust. Such degree of enjoyment 
is given only if it was the decedent’s in
tention, as manifested by the terms of 
he trust instrument and the surround

ing circumstances, that the trust should 
Produce for the surviving spouse during 
ner life such an income, or that the 
spouse should have such use of the trust 
S°Perty as is consistent with the value 

the trust corpus and with its preserva- 
n. The designation of the spouse as 

sole income beneficiary for life of the 
ntire interest or a specific portion of the 

t h +e *n êresk will be sufficient to qualify 
0 trust unless the terms of the trust 

sid Surrounding circumstances con- 
ered as a whole evidence an intention

to deprive the spouse of the requisite 
degree of enjoyment. In determining 
whether a trust evidences that intention, 
the treatment required or permitted with 
respect to individual items must be con
sidered in relation to the entire system 
provided for the administration of the 
trust.

(2) If the over-all effect of a trust is 
to give to the surviving spouse such en
forceable rights as will preserve to her 
the requisite degree of enjoyment, it is 
immaterial whether that result is ef
fected by rules specifically stated in the 
trust instrument, or, in their absence, 
by the rules for the management of the 
trust property and the allocation of re
ceipts and expenditures supplied by the 
State law. For example, where the State 
law does not provide for amortization of 
bond premium, a provision in the trust 
instrument for amortization by appro
priate periodic charges to interest will 
not disqualify the interest passing in 
trust.

(3) In the case of a trust, the rules 
to be applied by the trustee in allocation 
of receipts and expenses between income 
and corpus must be considered in rela
tion to the nature and expected produc
tivity of the assets passing in trust, the 
nature and frequency of occurrence of 
the expected receipts; and any provisions 
as to change in the form of investments. 
If it is evident from the nature of the 
trust assets and the rules provided for 
management of the trust that the allo
cation to income of such receipts as rents, 
ordinary cash dividends and interest will 
give to the spouse the substantial enjoy
ment during life required by the statute, 
provisions that such receipts as stock 
dividends and proceeds from the conver
sion of trust assets shall be treated as 
corpus will not disqualify the interest 
passing in trust. Similarly, provision 
for a depletion charge against income in 
the case of trust assets which are subject 
to depletion will not disqualify the inter
est passing in trust, unless the effect is 
to deprive the spouse of the requisite 
beneficial enjoyment. The same princi
ple is applicable in the case of deprecia
tion, trustees’ commissions, and other 
charges.

(4) Provisions granting administra
tive powers to the trustees will not have 
the effect of disqualifying an interest 
passing in trust unless the grant of 
powers evidences the intention to deprive 
the surviving spouse of the beneficial en
joyment required by the statute. Such 
an intention will not be considered to 
exist if the entire terms of the instrument 
are such that the local courts will impose 
reasonable limitations upon the exercise 
of the powers. Among the powers which 
if subject to reasonable limitations will 
not disqualify the interest passing in 
trust are the power to determine the 
charges which shall be made against in
come and corpus, the power to apply the 
income or corpus for the benefit of the 
spouse, and the power to retain the assets 
passing to the trust. For example, a 
power to retain trust assets which consist 
substantially of unproductive property 
will not disqualify the interest if the 
applicable rules for the administration of 
the trust require, or permit the spouse 
to require, that the trustee either make

the property productive or convert it 
within a reasonable time Nor will such 
a power disqualify the interest if the ap
plicable rules for administration of the 
trust require the trustee to use the degree 
of judgment and care in the exercise of 
the power which a prudent man would 
use if he were owner of the trust assets. 
Further, a power to retain a residence 
for the spouse or other property for her 
personal use will not disqualify the in
terest passing in trust.

(5) An interest passing in trust will 
not satisfy the condition set forth in 
paragraph (a) (1) of this section that 
the surviving spouse be entitled to all 
the income if the primary purpose of the 
trust is to safeguard property without 
providing the spouse with the required 
beneficial enjoyment. Such trusts in
clude not only trusts which expressly 
provide for the accumulation of the in
come but also trusts which indirectly 
accomplish a similar purpose. For ex
ample, assume that the corpus of a trust 
consists substantially of property which 
is not likely to be income producing dur
ing the life of the surviving spouse and 
that the spouse cannot compel the trustee 
to convert or otherwise deal with the 
property as described in subparagraph
(4) of this paragraph. An interest pass
ing to such a trust will not qualify unless 
the applicable rules for the administra
tion require, or permit the spouse to 
require, that the trustee provide the re
quired beneficial enjoyment, such as by 
payments to the spouse out of other 
assets of the trust.

(6) If a trust is created during the 
decedent’s life, it is immaterial whether 
or not the interest passing in trust satis
fied the conditions set forth in paragraph 
(a) (1) through (5) of this section prior 
to the decedent’s death. If a trust may 
be terminated during the life of the sur
viving spouse, under her exercise of a 
power of appointment or by distribution 
of the corpus to her, the interest passing 
in trust satisfies the condition set forth 
in paragraph (a) (1) of this section, that 
the spouse be entitled to all the income, 
if the spouse is entitled to the income 
until the trust terminates.

(7) An interest passing in trust fails 
to satisfy the condition set forth in para
graph (a) (1) of this section, that the 
spouse be entitled to all the income, to 
the extent that the income is required 
to be accumulated in whole or in part or 
may be accumulated in the discretion 
of any person other than the surviving 
spouse; to the extent that the consent 
of any person other than the surviving 
spouse is required as a condition prece
dent to distribution of the income; or to 
the’extent that any person other than 
the surviving spouse has the power to 
alter the terms of the trust so as to de
prive her of her right to the income. An 
interest passing in trust will not fail to 
satisfy the condition that the spouse be 
entitled to all the income merely because 
its terms provide that the right of the 
surviving spouse to the income shall not 
be subject to assignment, alienation, 
pledge, attachment or claims of creditors.

(8) In the case of an interest passing 
in trust, the terms “entitled for life” and 
“payable annually or at more frequent 
intervals”, as used in the conditions set
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forth in the terms of the trust the income 
referred to must be currently (at least 
annually; see paragraph (e) of this sec
tion above) distributable to the spouse 
or that she must have such command 
over the income that it is virtually hers. 
Thus, the conditions in paragraph (a)
(1) and (2) of this section are satisfied 
in this respect if, under the terms of 
the trust instrument, the spouse has the 
right exercisable annually (or more fre
quently) to require distribution to her
self of the trust income, and otherwise 
the trust income is to be accumulated 
and added to corpus. Similarly, as re
spects the income for the period between 
the last distribution date and the date 
of the spouse’s death, it is sufficient if 
that income is subject to the spouse’s 
power to appoint. Thus, if the trust 
instrument provides that income accrued 
or undistributed on the date of the 
spouse’s death is to be disposed of as if 
it had been received after her death, and 
if the spouse has a power of appointment 
over the trust corpus, the power neces
sarily extends to the undistributed 
income.

(9) An interest is not to be regarded 
as failing to satisfy the conditions set 
forth in paragraph (a) (1) and (2) of- 
this section (that the spouse be entitled 
to all the income and that it be payable 
annually or more frequently) merely be
cause the spouse is not entitled to the 
income from estate assets for the period 
before distribution of those assets by 
the executor, unless the executor Is, by 
the decedent’s will, authorized or di
rected to delay distribution beyond the 
period reasonably required for adminis
tration of the decedent’s estate. As to 
the valuation of the property interest 
passing to the spouse in trust where the 
right to income is expressly postponed, 
see § 20.2056 (b)-4.

(g) Power of appointment in surviv
ing spouse. (1) The conditions set forth 
in paragraph (a) (3) and (4) of this 
section, that is, that the surviving spouse 
must have a power of appointment ex
ercisable in favor of herself or her estate 
and exercisable alone and in all events, 
are not met unless the power of the 
surviving spouse to appoint the entire 
interest or a specific portion of it falls 
within one of the following categories:

(i) A power so to appoint fully exer
cisable in her own favor at any time 
following the decedent’s death (as, for 
example, an unlimited power to invade); 
or

(ii) A power so to appoint exercisable 
in favor of her estate. Such a power, 
if exercisable during life, must be fully 
exercisable at any time during life, or, 
if exercisable by will, must be fully ex
ercisable irrespective of the time of her 
death (subject in either case to the 
provisions of § 20.2053 (b)-3, relating to 
interests conditioned on survival for a 
limited period); or

(iii) A combination of the powers de
scribed under subparagraphs (i) and 
(ii) of this subparagraph. For example, 
the surviving spouse may, until she a t
tains the age of 50 years, have a power 
to appoint to herself and thereafter have 
a power to appoint to her estate. How
ever, the condition that the spouse’s 
power must be exercisable in all events

is not satisfied unless irrespective of 
when the surviving spouse may die the 
entire interest or a specific portion of it 
will at the time of her death be subject 
to one power or the other (subject to the 
exception in § 20.2053 (b)-3, relating to 
interests contingent on survival for a 
limited period).

(2) The power of the surviving spouse 
must be a power to appoint the entire 
interest or a  specific portion of it as 
unqualified owner (and free of the trust 
if a trust is involved, or free of the joint 
tenancy if a joint tenancy is involved) 
or to appoint the entire interest or a 
specific portion of it as a part of her 
estate (and free of the trust if a trust is 
involved), that is, in effect, to dispose of 
it to whomsoever she pleases. Thus, if 
the decedent devised property to a son 
and the surviving spouse as joint tenants 
with right of survivorship and under 
local law the surviving spouse has a 
power of severance exercisable without 
consent of the other joint tenant, and 
by exercising this power could acquire 
a one-half interest in the property as a 
tenant in common, her power of sever
ance will satisfy the condition set forth 
in paragraph (a) (3) of this section that 
she have a power of appointment in 
favor of herself or her estate. However, 
if the surviving spouse entered into a 
binding agreement with the decedent 
to exercise the power only in favor of 
their issue, that condition is not met. 
An interest passing in trust will not be 
regarded as failing to satisfy the condi
tion merely because takers in default of 
the surviving spouse’s exercise of the 
power are designated by the decedent. 
The decedent may provide that, in de
fault of exercise of the power, the trust 
shall continue for an additional period.

(3) A power is not considered to be 
a power exercisable by a surviving spouse 
alone and in all events as required by 
paragraph (a) (4) of this section if the 
exercise of the power in the surviving 
spouse to appoint the entire interest or 
a specific portion of it to herself or to 
her estate requires the joinder or con
sent of any other person. The power 
is not “exercisable in all events”, if it 
can be terminated during the life of the 
surviving spouse by any event other than 
her complete exercise or release of it. 
Further, a power is not “exercisable in 
all events” if it may be exercised for a 
limited purpose only. For example, a 
power which is not exercisable in the 
event of the spouse’s remarriage is not 
exercisable in all events. Likewise, if 
there are any restrictions, either by the 
terms of the instrument or under appli
cable local law, on the exercise of a power 
to consume property (whether or not 
held in trust) for the benefit of the 
spouse, the power is not exercisable in 
all events. Thus, if a power of invasion 
is exercisable only for the spouse’s sup
port, or only for her use, the power 
is not exercisable in all events. In order 
for a power of invasion to be exercisable 
in all events, the surviving spouse must 
have the unrestricted power exercisable 
at any time during her life to use all 
or any part of the property subject to 
the power, and to dispose of it in any 
manner, including the power to dispose

of it by gift (whether or not she has 
power to dispose of it by will).

(4) The power in the surviving spouse 
is exercisable in all events only if it 
exists immediately following the dece
dent’s death. For example, if the power 
given to the surviving spouse is exercis
able during life, but cannot be effectively 
exercised before distribution of the assets 
by the executor, the power is not exer
cisable in all events. Similarly, if the 
power is exercisable by will, but cannot 
be effectively exercised in the event the 
surviving spouse dies before distribution 
of the assets by the executor, the power 
is not exercisable in all events. How
ever, an interest will not be disqualified 
by the mere fact that, in the event the 
power is exercised during administration 
of the estate, distribution of the prop
erty to the appointee will be delayed 
for the period of administration. If the 
power is in existence at all times follow
ing the decedent’s death, limitations of 
a formal nature will not disqualify an 
interest. Examples of formal limita
tions on a power exercisable during life 
are requirements that an exercise must 
be in a particular form, that it must be 
filed with a trustee during the spouse’s 
life, that reasonable notice must be 
given, or that reasonable intervals must 
elapse between successive partial exer
cises. Examples of formal limitations 
on a power exercisable by will are that 
it must be exercised by a  will executed 
by the surviving spouse after the dece
dent’s death or that exercise must be 
by specific reference to the power.

(5) If the surviving spouse has the 
requisite power to appoint to herself or 
her estate, it is immaterial that she also 
has one or more lesser powers. Thus, 
if she has a testamentary power to ap
point to her estate, she may also have 
a limited power of withdrawal or of 
appointment during her life. Similarly, 
if she has an unlimited power of with
drawal, she may have a limited testa
mentary power.

(h) Requirement of survival for a lim
ited period. A power of appointment in 
the surviving spouse will not be treated 
as failing to meet the requirements of 
paragraph (a) (3) of this section even 
though the power may terminate, if the 
only conditions which would cause the 
termination are those described in 
§ 20.2056 (b)-3 (a), and if those con
ditions do not in fact occur. Thus, the 
entire interest or a specific portion of 
it will not be disqualified by reason of 
the fact that the exercise of the power 
in the spouse is subject to a condition 
of survivorship described in § 20.2056 
(b)-3 if the terms of the condition, that 
is, the survivorship of the surviving 
spouse, or the failure to die in a common 
disaster, are fulfilled.

(j) Existence of a power in another. 
Paragraph (a) (5) of this section pro
vides that a transfer described in para
graph (a) is nondeductible to the extent 
that the decedent created a power in the 
trustee or in any other person to appoint 
a part of the interest to any person 
other than the surviving spouse. How
ever, only powers in other persons which 
are in opposition to that of the surviving 
spouse will cause a portion of the interest 
to fail to satisfy the condition set forth
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In paragraph (a) (5) of this section. 
Thus, a power in a trustee to distribute 
corpus to or for the benefit of a surviv
ing spouse will not disqualify the trust. 
Similarly, a power to distribute corpus to 
the spouse for the support of minor 
children will not disqualify the trust if 
she is legally obligated to support such 
children. The application of this para
graph may be illustrated by the follow
ing examples:

Example (1). Assume tha t a decedent 
created a trust, designating his surviving 
spouse as income beneficiary for life with 
an unrestricted power in the spouse to ap
point the corpus during her life. The de
cedent further provided th a t in the event 
the surviving spouse should die without hav
ing exercised the power, the trust should 
continue for the life of his son with a power 
in the son to appoint the corpus. Since the 
power in the son could become exercisable 
only after the death of the surviving spouse, 
the interest is not regarded as failing to 
satisfy the condition set forth in paragraph 
(a) (5) of this section.

Example (2). Assume that the decedent 
created a trust, designating his surviving 
spouse as income beneficiary for life and 
as donee of a power to appoint by will the 
entire corpus. The decedent further pro
vided that the trustee could distribute 30 
percent of the corpus to the decedent’s son 
when he reached the age of 35 years. Since 
the trustee has a power to appoint 30 per
cent of the entire interest for the benefit of 
a person other than the surviving spouse, 
only 70 percent of the interest placed in 
trust satisfied the condition set forth in 
paragraph (a) (5) of this section. If, in this 
case, the surviving spouse had a power, ex
ercisable by her will, to appoint only one-half 
of the corpus as it was constituted at the 
time of her death, it should be noted that 
only 35 percent of the interest placed in the 
trust would satisfy the condition set forth 
in paragraph (a) (3) of this section.

§20.2056 (b)-6 Marital deduction; 
life insurance or annuity payments with 
power of appointment in surviving 
spouse—(a) In general. Section 2056 
(b) (6) provides that an interest in prop
erty passing from a decedent to his sur
viving spouse, which consists of proceeds 
held by an insurer under the terms of a 
life insurance, endowment, or annuity 
contract, is a “deductible interest” to the 
extent that it satisfies all five of the fol
lowing conditions (see paragraph (b) of 
this section if one or more of the condi
tions is satisfied as to only a portion of 
the proceeds):

(1) The proceeds, or a specific portion 
of the proceeds, must be held by the in
surer subject to an agreement either to 
pay the entire proceeds or a specific 
portion thereof in installments, or to pay 
interest thereon, and all or a specific 
Portion of the installments or interest 
Payable during the life of the surviving 
spouse must be payable only to her.

(2) The installments or interest pay
able to the surviving spouse must be pay
able annually, or more frequently, 
commencing not later than 13 months 
after the decedent’s death.

(3) The surviving spouse must have 
the power to appoint all or a specific 
Portion of the amounts so held by the 
insurer to either herself or her estate.

(4) The power in the surviving spouse 
niust be exercisable by her alone and 
(whether exercisable by will or during 
nfe) must be exercisable in all events.

(5) The amounts or the specific por
tion of the amounts payable under such 
contract must not be subject to a power 
in any other person to appoint any part 
thereof to any person other than the 
surviving spouse.

(b) Specific portion? deductible in
terest. If the right to receive interest or 
installment payments or the power of 
appointment passing to the surviving 
spouse pertains only to a specific portion 
of the proceeds held by the insurer, the 
marital deduction is allowed only to the 
extent that the rights of the surviving 
spouse in the specific portion meet the 
five conditions described in paragraph 
(a) of this section. While the rights to 
interest, or to receive payment in in
stallments, and the power must coexist as 
to the proceeds of the same contract, it 
is not necessary that the rights to each 
be in the same proportion. If the rights 
to interest meeting the required condi
tions set forth in paragraph (a) (1) and
(2) extend over a smaller share of the 
proceeds than the share with respect to 
which the power of appointment require
ments set fprth in paragraph (a) (3) 
through (5) are satisfied, the deductible 
interest is limited to the smaller share. 
Similarly, if the portion of the proceeds 
payable in installments is a smaller por
tion of the proceeds than the portion 
to which the power of appointment meet
ing such requirements relates, the deduc
tion is limited to the smaller portion. In 
addition, if a power of appointment 
meeting all the requirements extends to 
a smaller portion of the proceeds than 
the portion over which the interest or in
stallment rights pertain, the deductible 
interest cannot exceed the value of the 
portion to which such power of appoint
ment applies. Thus, if the contract pro
vides that the insurer is to retain the 
entire proceeds and pay all of the in
terest thereon annually to the surviving 
spouse and if the surviving spouse has a 
power of appointment meeting the speci
fications prescribed in paragraph (a) (3) 
through (5), as to only one-half of the 
proceeds held, then only one-half of the 
proceeds may be treated as a deductible 
interest. Correspondingly, if the rights 
of the spouse to receive installment pay
ments or interest satisfying the require
ments extend to only one-fourth of the 
proceeds and a testamentary power of 
appointment satisfying the requirements 
of paragraph (a) (3) through (5) ex
tends to all of the proceeds, then only 
one-fourth of the proceeds qualifies as 
a deductible interest. Further, if the 
surviving spouse has no right to install
ment payments (or interest) over any 
portion of the proceeds but a testamen
tary power of appointment which meets 
the necessary conditions over the entire 
remaining proceeds (exclusive of interest 
accumulation), then none of the proceeds 
qualifies for the deduction. In addition, 
if, from the time of the decedent’s death, 
the surviving spouse has a power of ap
pointment meeting all of the required 
conditions over three-fourths of the pro
ceeds and the right to receive interest 
from the entire proceeds, but with a 
power in another person to appoint one- 
half of the entire proceeds, the value of 
the interest in the surviving spouse over
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only one-half of the proceeds will qualify 
as a deductible interest.

(c) Applicable principles. (1) The 
principles set forth in § 20.2056 (b) -5 (c) 
for determining what constitutes a “spe
cific portion of the entire interest” for 
the purpose of section 2056 (b) (5) are 
applicable in determining what consti
tutes a “specific portion of all such 
amounts” for the purpose of section 2056 
(b) (6). However, the interest in the 
proceeds passing to the surviving spouse 
will not be disqualified by the fact that 
the installment payments or interest to 
which the spouse is entitled or the 
amount of the proceeds over which the 
power of appointment is exercisable may 
be expressed in terms of a specific sum 
rather than a fraction or a percentage of 
the proceeds provided it is shown that 
such sums are a definite or fixed percent
age or fraction of the total proceeds.

(2) The provisions of paragraph (a) of 
this section are applicable with respect 
to a property interest which passed from 
the decedent in the form of proceeds of a 
policy of insurance upon the decedent’s 
life, a policy of insurance upon the life of 
a person who predeceased the decedent, 

-a matured endowment policy, or an 
annuity contract, but only in case the 
proceeds are to be held by the insurer. 
With respect to proceeds under any such 
contract which are to be held by a 
trustee, with power of appointment in 
the surviving spouse, see § 20.2056 (b)-5. 
As to the treatment of proceeds not 
meeting the requirements of § 20.2056 
(b)-5 or of this section, see § 20.2056 
(a) -2.

(3) In the case of a contract under 
which payments by the insurer com
menced during the decedent’s life, it is 
immaterial whether the conditions in 
subparagraphs (1) to (5) of paragraph 
(a) of this section were satisfied prior 
to the decedent’s death.

(d) Payments of installments or inter
est. The conditions in subparagraphs
(1) and (2) of paragraph (a) of this sec
tion relative to the payments of install
ments or interest to the surviving spouse 
are satisfied if, under the terms of the 
contract, the spouse has the right exer
cisable annually (or more frequently) to 
require distribution to herself of install
ments of the proceeds or a specific por
tion thereof, as the case may be, and 
otherwise such proceeds or interest are 
to be accumulated and held by the in
surer pursuant to the terms of the con
tract. A contract which otherwise 
requires the insurer to make annual or 
more frequent payments to the surviving 
spouse following the decedent’s death, 
will not be disqualified merely because 
the surviving spouse must comply with 
certain formalities in order to obtain the 
first payment. For example, the con
tract may satisfy the conditions in sub- 
paragraphs (1) and (2) of paragraph 
(a) of this section even though it requires 
the surviving spouse to furnish proof of, 
death before the first payment is made. 
The condition in paragraph (a) (1) of 
this section is satisfied where interest 
on the proceeds or a specific portion 
thereof is payable, annually or more fre
quently, for a term, or until the occur
rence of a specified event, following 
which the proceeds or a specific portion



7902

thereof are to be paid in annual or more 
frequent installments.

(e) Powers of appointment. (1) In 
determining whether the terms of the 
contract satisfy the conditions in sub* 
paragraph (3 ,̂' (4), or (5) of paragraph 
(a) of this section relating to a power of 
appointment in the surviving spouse or 
any other person, the principles stated 
in |  20.2056 (b) -5 are applicable. As 
stated in § 20.2056 (b)-5, the surviving 
spouse’s power to appoint is “exercisable 
in all events” only if it is in existence 
immediately following the decedent’s 
death, subject, however, to the opera
tion of § 20.2056 (b) -3 relating to inter
ests conditioned on survival for a limited 
period.

(2) For examples of formal limita
tions on the power which will not dis
qualify the contract, see § 20.2056 (b)-5
(g) (4). If the power is exercisable from 
the moment of the decedent’s death, the 
contract is not disqualified merely be
cause the insurer may require proof of 
the decedent’s death as a condition to 
making payment to the appointee. If 
the submission of proof of the decedent’s 
death is a condition to the exercise of 
the power, the power will not be con
sidered “exercisable in all events” unless 
in the event the surviving spouse had 
died immediately following the decedent, 
her power to appoint would have been 
considered to exist a t the time of her 
death, within the meaning of section 
2041 (a) (2)., See § 20.2041-3 (b).

(3) I t  is sufficient for the purposes of 
the condition in paragraph (a) (3) of 
this section that the surviving spouse 
have the power to appoint amounts held 
by the insurer to herself or her estate if 
the surviving spouse has the unqualified 
power, exercisable in favor of herself or 
her estate, to appoint amounts held by 
the insurer which are payable after her 
death. Such power to appoint need not 
extend to installments or Interest which 
will be paid to the spouse during her life. 
Further, the power to appoint need not 
be a power to require payment in a single 
sum. For example, if the proceeds of a 
policy are payable in installments, and 
if the surviving spouse has the power to 
direct that all installments payable after 
her death be paid to her estate, she has 
the requisite power.

(4) It is not necessary that the phrase 
“power to appoint” be used in the con
tract. For example, the condition in 
paragraph (a) (3) of this section that the 
surviving spouse have the power to ap
point amounts held by the insurer to 
herself or her estate is satisfied by terms 
of a contract which give the surviving 
spouse a right which is, in substance and 
effect, a power to appoint to herself or 
her estate, such as a right to withdraw 
the amount remaining in the fund held 
by the insurer, or a right to direct that 
any amount held by the insurer under 
the contract at her death shall be paid 
to her estate.

§ 20.2056 (c) Statutory provisions; 
'bequests, etc., to surviving spouse; limita
tion on aggregate of deductions.

Sec. 2056. B equests, e tc ., t o  su rv iv in g  
spouse. * * *

(c) L im ita tio n  on  aggregate o f d edu c
tio n s— (1) G eneral ru le . The aggregate

PROPOSED RULE MAKING
amount of the deductions allowed under this 
section (computed without regard to  this 
subsection) shall not exceed 50 percent of 
the value of the adjusted gross estate, as 
defined in paragraph (2).

(2) C om p u ta tio n  o f  a d ju sted  gross 
e s ta te—(A) G eneral ru le. Except as pro
vided in subparagraph (B) of this paragraph, 
the adjusted gryss estate shall, for purposes 
of subsection (c) (1), be-computed by sub
tracting from the entire value of the gross 
estate the aggregate amount of the deduc
tions allowed by sections 2053 and 2054.

(B) Special ru le  in  cases in vo lv in g  com 
m u n ity  property . If the decedent and his 
surviving spouse at any time, held property 
as community property under the law of any 
State, Territory, or possession of the United 
States, or of any foreign country, then the 
adjusted gross estate shall, for purposes of 
subsection (c) (1), be determined by sub
tracting from the entire value of the gross 
estate the sum of—

(i) The value of property which is a t the 
time of the death of the decedent held as 
such community property; and

(il) The value of property transferred by 
the decedent during his life, if at the time 
of such transfer the property was held as 
such community property; and

(iii) The amount receivable as Insurance 
under policies on the life of the decedent, to 
the extent purchased with premiums or 
other consideration paid out of property held 
as such community property; and

(iv) An amount which bears the same 
ratio to the aggregate of the deductions al
lowed under sections 2053 and 2054 which 
the value of the property included in the 
gross estate, diminished by the amount sub
tracted under clauses (1), (ii), and (iii) of 
this subparagraph, bears to the entire value 
o.f the gross estate.
For purposes of clauses (i), (ii), and (iii), 
community property (except property which 
is considered as community property solely 
by reason of the provisions of subparagraph 
(C) of this paragraph) shall be considered 
as not “held as such community property” 
as of any moment of time, if, in case of the 
death of the decedent a t such moment, such 
property (and not merely one-half thereof) 
would be or would have been includible in 
determining the value of his gross estate 
without regard to the provisions of section 
402 (b) of the Revenue Act of 1942. The 
amount to be subtracted under clauses (i), 
(ii), or (iii) shall not exceed the value of 
the interest in the property described therein 
which is included in determining the value 
of the gross estate.

(C) C om m u n ity  p roperty-con version  in to  
separa te  p ro p erty— (i)  A fter  D ecem ber 31, 
1941. If after December 31, 1941, property 
held as such community property (unless 
considered by reason of subparagraph (B) 
of this paragraph as not so held) was by the 
decedent and the surviving spouse converted, 
by one transaction or a series of transactions, 
into separate property of the decedent and 
his spouse (including any form of coowner
ship by them), the separate property so ac
quired by the decedent and any property 
acquired at any time by the decedent in 
exchange therefor (by one exchange or a 
series of exchanges) shall, for the purposes 
of clauses (i), (ii), and (iii) of subparagraph 
(B),. be considered as “held as such com
munity property.”

(ii) L im ita tio n . Where the value (at the 
time of such conversion) of the separate 
property so acquired by the decedent ex
ceeded the value (at such time) of the 
separate property so acquired by the de
cedent’s spouse, the rule in clause (i) shall 
be applied only with respect to the same 
portion of such separate property of the de
cedent as the portion which the value (as 
of such time) of such separate property so 
acquired by the decedent’s spouse is of the

v a lu e  (a s  of s u c h  t im e )  o f  th e  separate  
pro perty  so a cq u ired  b y  th e  decedent.

§ 26.2056 (c)-l Marital deduction; 
limitation on aggregate of deductions; in 
general—(a) In general. The allowable 
marital deduction is limited to the 
smaller of the following amounts:

(1) The aggregate value of the “de
ductible interests” which passed from 
the decedent to his surviving spouse (see 
§ 20.2056 (a)-2 (a)).

(2) Fifty percent of the value of the 
decedent’s “adjusted gross estate.”

(b) “Adjusted g r o s s  estate’*. The 
“adjusted gross estate” is the entire 
value of the decedent’s gross estate less 
the aggregate amount of the deductions 
allowed for expenses, indebtedness, taxes, 
and losses under sections 2053 and 2054, 
unless the decedent and his spouse at any 
time held any property as community 
property (see § 20.2056 (c)-2). In deter
mining the adjusted gross estate, the 
gross estate is not reduced by the exemp
tion allowable under section 2052, or by 
the amount of any charitable deduction 
allowable under section 2055.

E xam ple. T h e  v a lu e  o f a  d eced en t’s gross 
estate  Is  $200,000 a n d  th e  aggregate am o un t  
o f th e  d e d u ctio n s  a llow ed  b y  sectio n s 2053 
a n d  2054 for'expenses, debts, tax es  a n d  losses 
Is  $30,000. ( I t  is  a ssu m ed  fo r th e  purpose  
o f th is  exam ple th a t  th e  d ecedent a n d  h ls  
spouse n ever h e ld  a n y  p ro perty  as co m m u n ity  
p ro p erty .) T h e  d eced en t le ft  $10,000 to  a 
c h a r ita b le  o rg a n iza tio n  fo r  w h ic h  a  ded uc
t io n  is  a llo w ab le  u n d e r sectio n  2055, a n d  left 
t h e  b a la n ce  of h is  e sta te  to  h is  su rv iv in g  
spouse. T h e  va lu e  of th e  a d ju ste d  gross 
esta te  is , therefo re , $200,000 less $30,000, or 
$170,000. I t  is  assum ed th a t  th e  aggregate 
v a lu e  of th e  d e d u ctib le  In te re sts  w h ich  
passed  fro m  th e  d eced en t to  h is  su rv iv in g  
spo use is  $100,000. T h e  a llo w ab le  m a rita l 
d e d u ctio n  is  lim ite d  to  $85,000 ( 50 p ercent of 
th e  v a lu e  of th e  a d ju ste d  gross e s ta te ) .

§ 20.2056 (c) -2 Marital deduction in 
cases involving community property, (a) 
If the decedent and his surviving spouse 
at any time held property as “community 
property,” as defined in this section, the 
“adjusted gross estate” referred to in 
§ 20.2056 (c) —1 is the entire value of the 
gross estate less the sum of the following 
values and amounts:

(1) The value of any property in
cluded in the gross estate which was at 
the time of the decedent’s death held by 
him and his surviving spouse as “com
munity property,” as defined in this 
section.

(2) The value of property (to the ex
tent included in the gross estate) trans
ferred by the decedent during his life, 
if at the time of such transfer the prop-' 
erty was held by him and his surviving 
spouse as “community property,” as de
fined in this section.

(3) The amount (to the extent in
cluded in the gross estate) receivable as 
insurance under policies upon the life 
of the decedent, to the extent purchased 
with premiums or other consideration 
paid out of property then held by him 
ahd his surviving spouse as “community 
property,” as defined in this section.

(4) An amount which bears the same 
ratio to the aggregate amount of the de
ductions for expenses, indebtedness, 
taxes and losses allowed by sections 2053 
and 2054 as the value of the gross estate,
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reduced by the aggregate amount sub
tracted under subparagraphs (1), (2), 
and (3) of this paragraph, bears to the

(b) If a policy of insurance upon the 
life of the decedent was purchased partly 
with property held by him and his sur
viving spouse as “community property,” 
as defined in this section, and partly 
with other property, the amount receiv
able under the policy is considered, for 
the purpose of paragraph (a) (3) of this 
section, to have been purchased with 
such “community property” in the pro
portion that the payments made with 
such “community property” bear to the 
total amount paid.

(c) In determining the ‘ ‘adj usted gross 
estate” under this section,"property held 
by the decedent and his surviving spouse 
as “community property,” at the time of 
the death of the decedent (for the pur
pose of paragraph (a) (1) of this sec
tion), at the time of the transfer (for 
the purpose of paragraph (a) (2) of this 
section), or at the time of the payment 
of insurance premiums or other con
sideration (for the purposes of para
graph (a) (3) of this section), is con
sidered to include—

(1) Any property held by them at such 
time as community property under the 
law of any State, Territory, or possession 
of the United States, or of any foreign 
country, except property in which the 
surviving spouse had at such time merely 
an expectant interest.

(2) Separate property acquired by the 
decedent as a result of a “conversion” 
after December 31,1941, of property held 
by him and his surviving spouse as com
munity property under the law of any 
State, Territory, or possession of the 
United States, or of any foreign country 
(except such property in which the sur
viving spouse had at the time of the 
‘conversion” merely an expectant inter
est), into their separate property, sub
ject to the limitation with respect to 
value contained in paragraph (h) of this section.

(3) Property acquired by the decedent 
in exchange (by one exchange or a series 
of exchanges) for separate property ac
quired as set forth under subparagraph 
(2) of this paragraph.
The burden of establishing the extent 
to which separate property of the dece
dent was acquired other than as de
scribed in subparagraphs (2) and (3) of 
this section rests upon the executor.

(d) The surviving spouse is regarded 
as having merely an expectant interest 
m property held as community property 
under the law of any State, Territory, 
or Possession of the United States, or of 
any foreign country (1) at the time of 
tne decedent’s death, if the entire value

,property (and not merely half
t) is includible in the decedent’s gross 

os ate, or (2) at the time of any transfer, 
Payment of insurance premiums or other 
onsideration, or “conversion”, if, in case

entire value of the gross estate. The 
amount to be subtracted under this sub- 
paragraph is

of the death of the decedent at such time, 
the entire value of the property involved 
in the transfer, payment, or “conversion” 
(and not merely half of it) would have 
been so includible without regard to the 
provisions of section 402 (b) of the Reve
nue Act of 1942 (56 Stat. 942).

(e) The characteristics of property 
which acquired a noncommunity instead 
of a community status by reason of an 
agreement (whether antenuptial or post
nuptial) are such that section 2056 (c) 
(2) (C) classifies the property as com
munity property of the decedent and his 
surviving spouse in the computation of 
the “adjusted gross estate”. In distin
guishing property which thus acquired a 
noncommunity status from property 
which acquired such a status solely by 
operation of the applicable property law, 
section 2056 (c) (2) (C) refers to the 
former category of property as “separate 
property” acquired as a result of a “con
version” of “property held as such com
munity property”. As used in section 
2056 (c) (2) (C), the phrase “property 
held as such community property” is 
used to denote the body of property com
prehended within the community prop
erty system; the term “separate prop
erty” includes any noncommunity prop
erty (whether held in joint tenancy, ten
ancy by the entirety, tenancy in common, 
or otherwise); and the term “conversion” 
includes any transaction or agreement 
which transforms property from a com
munity status into a noncommunity 
status.

(f) The separate property which 
section 2056 (c) (2) (C) classifies as 
community property is not limited to 
that which was in existence at the time 
of the conversion. The following are 
illustrative of the scope of section 2056
(c) (2) (C); (1) a partition of commu
nity property between husband and wife, 
in which a portion of such property be
came the separate property of each, is a 
conversion of such property; (2) a trans
fer of community property into some 
other form of co-ownership, such as a 
joint tenancy, is a conversion of such 
property; (3) an agreement (whether 
made before or after marriage) that fu
ture earnings and gains which would 
otherwise be community property shall 
be shared by the spouses as separate 
property effects a conversion of such 
earnings and gains; and (4) a change in 
the form of ownership of property which 
causes the future rentals therefrom, 
which would otherwise have been ac
quired as community property, to be 
acquired as separate property effects a 
conversion of the rentals.

(g) The rules of section 2056 (c) (2) 
(C) are applicable, however, only if the 
conversion took place after December 31, 
1941, and only to the extent stated in this 
section.

(h) If the value of the separate prop
erty acquired by the decedent as a re
sult of a conversion did not exceed the 
value of the separate property thus ac
quired by the surviving spouse, the entire 
separate property thus acquired by the 
decedent is to be considered, for the pur
pose of this section, as held by him and 
his surviving spouse as community prop
erty .' If the value (at the time of the 
conversion) of the separate property so 
acquired by the decedent exceeded the 
value (at that time) of the separate 
property so acquired by the spouse, only 
a part of the separate property so ac
quired by the decedent (and only the 
same fractional part of property acquired 
by him in exchange for such separate 
property) is to be considered, for the 
purposes of . this section, as held by him 
and his surviving spouse as community 
property. The part of such separate 
property (or property acquired in ex
change therefor) which is considered as 
so held is the same proportion of it 
which the value (at the time of the 
conversion) of the separate property so 
acquired by the spouse is of the value 
(at that time) of the separate property 
so acquired by the decedent.

(j ) The application of this section may 
be illustrated by the following examples:

Example (I). The value of a decedent’s 
gross estate Is $300,000, of which $200,000 
represents his separate property and $100,000 
represents his half interest in community 
property. The decedent’s separate property 
was inherited from his father. The deduc
tions allowed under sections 2053 and 2054
total $45,000. The adjusted gross estate is 
computed as follows:
Value of gross estate_________ __ $300, 000

Reduction under paragraph (a)
( 1) ------------------------------------------------------- 100,000

Reduction under paragraph (a) (4)
/  $200,000 \
( $ 300^00 X$45’° 0 0 ) ...............   30’ 000

Total reduction____;______ 130, 000

Adjusted gross estate______ 170,000
The marital deduction will be $85,000 (half 
the value of the adjusted gross estate) in case 
the aggregate value of the deductible inter
ests which passed from the decedent to his 
surviving spouse equals or exceeds that 
amount.

Example (2). The facts are the same as in 
example (1) except that the decedent’s 
separate property was not inherited from his 
father, but was acquired under the following 
transaction: On November 1, 1942, the dece
dent and his surviving spouse partitioned 
certain community property then having a 
value of $224,000. A portion of such prop
erty, then having a value of $160,000, was 
converted into the decedeiit’s separate prop
erty, and the remaining portion then having 
a value of $64,000, was converted into his 
spouse’s separate property. The portion of 
the separate property so acquired by the 
decedent which is considered as held as com
munity property at the time of his death is 
represented by that proportidh of $200,000 
(the value, at the time of death, of such 
separate property) which $64,000 (the value 
a t the time of the conversion, of the separate 
property so acquired by his spouse) bears to 
$160,000 (the value, a t the time of the con
version, of the separate property so acquired 
by the decedent), which proportion equals 
$80,000.

Gross estate, less community property
--------------------------- ~ . .——--------X Deductions for expenses, indebtedness,

Entire gross estate takes, and losses.
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T h e  a d ju ste d  gross estate  is  com puted  as
fo llo w s:
V a lu e  of gross e s ta t e .____________________$300,000

R e d u c tio n  u n d e r p arag rap h  (a )  (1)
($100,000 + $ 8 0 ,0 0 0 )____________________ 180, 000

R e d u ctio n  u n d e r p arag rap h  (a ) (4)
/ $ 120,000 \
( X  $45,00 )____________________ 18, 000\$300,000 )

T o ta l re d u ct io n __________________  198, 000

A d ju ste d  gross e sta te_____ _____ 102, 000
T h e  m a r ita l re d u ctio n  w ill he  $51,000 (h a lf  
th e  va lu e  of th e  a d ju ste d  gross estate) 4 n  
case th e  aggregate v a lu e  of th e  d ed u ctib le  
in te re sts  w h ic h  passed fro m  th e  decedent to  
h is  su rv iv in g  spouse eq u als  or exceeds th a t  
a m o u n t.

§ 20.2056 (d) Statutory provisions; be
quests, etc., to surviving spouse; dis
claimers.

Sec. 2056. B equests, e tc ., to  su rviv in g  
spouse. * * *

(d ) D isclaim ers— (1) B y su rv iv in g  spouse. 
I f  u n d e r th is  sectio n  an  in te re s t  w ou ld , in  
th e  absence o f a  d isc la im e r by  th e  su rv iv in g  
spouse, be con sid ered  a s p a ssin g  fro m  th e  
deced ent to  s u c h  spouse, and  i f a  d isc la im e r  
of s u c h  in te re st  is  m ad e b y  su c h  spouse, th e n  
s u c h  in te re st  sh a ll, fo r th e  purpo ses of th is  
sectio n , be consid ered  as p assin g  to  th e  p e r
son  or persons e n tit le d  to  rece ive  s u c h  in 
te re st a s  a  re su lt  of th e  d isc la im e r.

(2 ) By an y o th e r  person . I f  u n d e r th is  
se ctio n  a n  in te re s t  w o u ld , in  th e  absence o f  
a  d isc la im e r b y  a n y  person  o th er th a n  th e  
s u rv iv in g  spouse, be consid ered  as p assing  
fro m  th e  d ecedent to  su c h  person , an d  i f  a  
d isc la im e r  o f  s u c h  in te re st  is  m ad e b y  su c h  
person  a n d  as a  re su lt  of s u c h  d isc la im e r th e  
su rv iv in g  spouse is  e n tit le d  to  rece ive  su c h  
in te re st, th e n  su c h  in te re st  sh a ll, fo r  p u r 
poses of th is  sectio n , be con sid ered  as p a ss
in g , n o t to  1die su rv iv in g  spouse, b u t  to  th e  
perso n  w h o  m ad e th e  d isc la im e r , in  th e  sam e  
m a n n e r  as i f  th e  d isc la im e r h a d  n o t been  
m ade.

§ 20.2056 (d )-l Marital deduction; 
effect of disclaimers— (a) By a surviving 
spouse. If a decedent’s surviving spouse 
makes a disclaimer of any property in
terest which would otherwise be con
sidered as having", passed from the de
cedent to her, the disclaimed interest is 
to be considered as having passed from 
the decedent to the person or persons 
entitled to receive the interest as a result 
of the disclaimer. A disclaimer is a com
plete and unqualified refusal to accept 
the rights to which one is entitled. It 
is, therefore, necessary to distinguish be
tween the surviving spouse’s disclaimer 
of a property interest and her acceptance 
and subsequent disposal of a property 
interest. For example, if proceeds of in
surance are payable to the surviving 
spouse and she refuses them so that they 
consequently pass to an alternate bene
ficiary designated by the decedent, the 
proceeds are considered as having passed 
from the decedent to the alternate bene
ficiary. On the other hand, if the sur
viving spouse.directs the insurance com
pany to hold the proceeds at interest 
during her life and, upon her death, to 
pay the principal sum to another person 
designated by her, thus effecting a trans
fer of a remainder interest, the proceeds 
are considered as having passed from the 
decedent to his spouse. See § 20.2056
(e)-2 (c) with respect to a spouse’s ex-
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ercise or failure to exercise a right to 
take against a decedent’s will.

(b) By a person other than a surviving 
spouse. It is unnecessary to distinguish, 
for the purpose of the marital deduction, 
between a disclaimer by a person other 
than the surviving spouse and a transfer 
by such person. If the surviving spouse 
becomes entitled to receive an interest 
in property from the decedent as a re
sult of a disclaimer made by some other 
person, the interest is, nevertheless, con
sidered as having passed from the dece
dent, not to the surviving spouse, but to 
the person who made the disclaimer, as 
though the disclaimer had not been 
made. If, as a result of a disclaimer 
made by a person other than the surviv
ing spouse, a property interest passes 
under circumstances which meet the 
conditions set forth in § 20.2056 (b)-5 
(relating to a life estate with a power of 
appointment), the rule stated in the pre
ceding sentence applies, not only with 
respect to the portion of the interest 
which beneficially vests in the surviving 
spouse, but also with respect to the por
tion over which she acquires a power to 
appoint. The rule applies also in the 
case of proceeds under a life insurance, 
endowment, or annuity contract, which, 
as a result of a disclaimer made by a per
son other than the surviving spouse, are 
held by the insurer subject to the condi
tions set forth in § 20.2056 (b)-6.

§ 20.2056 (e) Statutory provisions; 
bequests, etc., to surviving spouse; defi
nition.

Sec. 2056. Bequests, etc., to surviving 
spouse. * * *

(e) D efin ition . For purposes of this sec
tion, an interest in property shall be con
sidered as passing from the decedent to any 
person if and only if—

(1) Such interest is bequeathed or devised 
to such person by the decedent;

(2) Such interest is inherited by such per
son from the decedent;

(3) Such interest is the dower or curtesy 
interest (or statutory interest in lieu there
of) of such person as surviving spouse of the 
decedent;

(4) Such interest has been transferred to 
such person by the decedent at any time;

(5) Such interest was, at the time of the 
decedent’s death, held by such person and 
the decedent (or by them and any other per
son) in joint ownership with right of sur
vivorship;

(6) The decedent had a power (either 
alone or in conjunction with any person) 
to appoint such interest and if he appoints 
or has appointed such Interest to such per
son, or if such person takes such Interest 
in default on the release or nonexercise of 
such power; or

(7) Such interest consists of proceeds of 
Insurance on the life of the decedent re
ceivable by such person.
Except as provided in paragraph (5) or (6) 
erf subsection (b )  , where a t the time of the 
decedent’s death it is not possible to ascer
tain the particular person or persons to 
whom an interest in property may pass from 
the decedent, such interest shall, for pur
poses of subparagraphs (A) and (B) of sub
section (b) (1), be considered as passing 
from the decedent to a person other than 
the surviving spouse.

§ 20.2056 (e )-l Marital deduction; 
definition of “passed from the decedent
(a) The following rules are applicable 
In determining the person to whom any

property interest “passed from the dece
dent” :

(1) Property interests devolving upon
any person (or persons) as surviving co
owner with the decedent under any form 
of joint ownership under which the right 
of survivorship existed are considered as 
having passed from the decedent to such 
person (or persons). ^

(2) Property interests at any time sub
ject to the decedent’s power to appoint 
(whether alone or in conjunction with 
any person) are considered as having 
passed from the decedent to the ap
pointee under his exercise of the power, 
or, in case of the lapse, release or non
exercise of the power, as having passed 
from the decedent to the taker in default 
of exercise.

(3) The dower or courtesy interest (or 
statutory interest in lieu thereof) of the 
decedent’s surviving spouse is considered 
as having passed from the decedent to 
his spouse.

(4) The proceeds of insurance upon 
the life of the decedent are considered as 
having passed from the decedent to the 
person who, at the time of the decedent’s 
death, was entitled to receive the pro
ceeds.
. (5) Any property interest transferred 

during life, bequeathed or devised by the 
decedent, or inherited from the decedent, 
is considered as having passed to the 
person to whom he transferred, be
queathed, or devised the interest, or to 
the person who inherited the interest 
from him.

(6) The survivor’s interest in an an
nuity or other payment described in 
section 2039 (see §§ 20.2039-1 and 20.- 
2039-2) is considered as having passed 
from the decedent to the survivor only 
to the extent that the value of such in
terest is included in the decedent's gross 
estate under that section. If only a 
portion of the entire annuity or other 
payment is included in the decedent’s 
gross estate and the annuity or other 
payment is payable to more than one 
beneficiary, then the value of the interest 
considered to have passed to each bene
ficiary is that portion of the amount pay
able to each beneficiary as the amount of 
the annuity or other payment included 
in the decedent’s gross estate bears to the 
total value of the annuity or other pay
ment payable to all beneficiaries.

(b) If before the decedent’s death the 
decedent’s surviving spouse had merely 
an expectant interest in property held 
by her and the decedent under com
munity property laws, that interest is 
considered as having passed from the 
decedent to the spouse. As to the cir
cumstances under which the interest of 
the surviving spouse under community 
property laws is regarded as merely ex
pectant, see § 20.2056 (c)-2 (d).

§ 20.2056 (e)-2 Marital deduction; 
definition of “passed from the decedent 
to his surviving spouse”—(a) In general. 
In general, the definition stated in 
§ 20.2056 (e)-l is applicable in determin
ing the property interests which “passed 
from the decedent to his surviving 
spouse”. Special rules are provided, 
however, for the following:

(1) In the case of certain interests 
with income for life to the surviving
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spouse with power of appointment in her 
(see § 20.2056 (b)-5);

(2) In the case of proceeds held by the 
insurer under a life insurance, endow
ment, or annuity contract with power of 
appointment in the surviving spouse (see 
§20.2056 <b)-6);

(3) In case of the disclaimer of an 
interest by the surviving spouse or by 
any other person (see § 20.2056 (d )-l);

(4) In case of election by the surviving 
spouse (see paragraph (c) of this sec
tion) ; and

(5) In case of a controversy involving 
the decedent’s will, see paragraph (d) of 
this section.
A property interest is considered as pass
ing to the surviving spouse only if it 
passed to her as beneficial owner, except 
to the extent otherwise provided in 
§§20.2056 (b)-5 and 20.2056 (b)-6 in 
the case of certain life estates and insur
ance and annuity contracts with powers 
of appointment. For this purpose, where 
a property interest passed from the de
cedent in trust, such interest is consid
ered to have passed from him to his 
surviving spouse to the extent of her 
beneficial interest therein. The deduc
tion may not be taken with respect to 
a property interest which passed to such 
spouse merely as trustee, or subject to 
a binding agreement by the spouse 
to dispose of the interest in favor 
of a third person. An allowance or 
award paid to a surviving spouse pursu
ant to local law for her support during 
the administration of the decedent’s es
tate constitutes a property interest pass
ing from the decedent to his surviving 
spouse if the executor or administrator 
of the surviving spouse’s estate could un
der local law have caused the allowance 
or award to be paid to her estate in the 
event of her death immediately after the 
decedent’s death.

(b) Examples. The following illustrate 
the provisions of paragraph (a) of this 
section above:

(1)A property interest bequeathed in 
trust by H (the decedent) is considered 
as having passed from him to W (his 
surviving spouse) —

(1) If the trust income is payable to 
W for life and upon her death the corpus 
is distributable to her executors or 
administrators;

(ii) If W is entitled to the trust income 
for a term of years following which the 
corpus is to be paid to W or her estate;

(iii) If the trust income is to be ac
cumulated for a term of years or for 
W’s life and the augmented fund paid 
to W or her estate; or
, <iv> If the terms of the transfer satisfy 
the requirements of § 20.2056 (b)-5.

(2) if H devised property—
(i) To A for life with remainder abso

lutely to W or her estate, the remainder 
interest is considered to have passed from 
H to W;

(ii) To W for life with remainder to 
ner estate, the entire property is con- 
sidered as having passed from H to W; or

Under conditions which satisfy 
the provisions of § 20.2056 (b)-5, the en
tire property is considered as having 
Passed from H to W.

(3) Proceeds of insurance upon the life 
°f H are considered as having passed
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from H to W if the terms of the con
tract—

(1) Meet the requirements of § 20.2056 
(b)-6;

(ii) Provide that the proceeds are pay
able to W in a lump sum;

(iii) Provide that the proceeds are 
payable in installments to W for life and 
after her death any remaining install
ments are payable to her estate; or

(iv) Provide that interest on the pro
ceeds is payable to W for life and upon 
her death the principal amount is pay
able to her estate.

(c) Effect of election by surviving 
spouse. This paragraph contains rules 
applicable if the surviving spouse may 
elect between a property interest offered 
to her under the decedent’s will or other 
instrument and a property interest to 
which she is otherwise entitled (such as 
dower, a right in the decedent’s estate, or 
her interest under community property 
laws) of which adverse disposition was 
attempted under the will or other instru
ment. If the surviving spouse elects to 
take against the will or other instru
ment, then the property interests offered 
thereunder are not considered as having 
“passed from the decedent to his surviv
ing spouse” ' and the dower or other 
property interest retained by her is con
sidered as having so passed (if it other
wise so qualifies under this section). If 
the surviving spouse elects to take under 
the will or other instrument, then the 
dower or other property interest relin
quished by her is not considered as hav
ing “passed from the decedent to his 
surviving s p o u s e ” (irrespective of 
whether it otherwise comes within the 
definition stated in paragraph (a) of 
this section) and the interest taken un
der the will or other instrument is con
sidered as having so passed (if it other
wise so qualifies). As to the valuation of 
the property interest-taken under the 
will or other instrument, see § 20.2056 
(b)-4 (b).

(d) Will contests. (1) If as a result 
of a controversy involving the decedent’s 
will, or involving any bequest or devise 
thereunder, his surviving spouse assigns 
or surrenders a property interest in set
tlement of the controversy, the interest 
so assigned or surrendered is not consid
ered as having “passed from the decedent 
to his surviving spouse.”

(2) If as a result of the controversy 
involving the decedent’s will, or involving 
any bequest or devise thereunder, a prop
erty interest is assigned or surrendered 
to the surviving spouse, the interest so 
acquired will be regarded as having 
“passed from the decedent to his sur
viving spouse” only if the assignment or 
surrender was a bona fide recognition of 
enforceable rights of the surviving spouse 
in the decedent’s estate. Such a bona 
fide recognition will be presumed where 
the assignment or surrender was pur
suant to a decision of a local court upon 
the merits in an adversary proceeding 
following a genuine and active contest. 
However, such a decree will be accepted 
only to the extent that the court passed 
upon the facts upon which deductibility 
of the property interests depends. If 
the assignment or surrender was pur
suant to a decree rendered by consent,

or pursuant to an agreement not to con
test the will or not to probate the will, it 
will not necessarily be accepted as a 
bona fide evaluation of the rights of the 
spouse.

(e) Survivorship. If the order of 
deaths of the decedent and his spouse 
cannot be established by proof, a pre
sumption (whether supplied by local law, 
the decedent’s will, or otherwise) that 
the decedent was survived by his spouse 
will be recognized as satisfying § 20.2056
(a )-l (b) (1), but only to the extent 
that it has the effect of giving to the 
spouse an interest in property includible 
in her gross estate under sections 2031 
to 2044, inclusive. Under these circum
stances, if an estate tax return is re
quired to be filed for the estate of the 
decedent’s spouse, the marital deduction 
will not be allowed in the final audit 
of the estate tax return of the decedent’s 
estate with respect to any property in
terest which has not been finally deter
mined to be includible in the gross estate 
of his spouse.

§ 20.2056 (e)-3 Marital deduction; 
definition of “passed from the decedent 
to a person other than his surviving 
spouse”. The expression “passed from 
the decedent to a person other than his 
surviving spouse” refers to any property 
interest which, under the definition 
stated in § 20.2056 (e)-l is considered as 
having “passed from the decedent” and 
which under the rules referred to in 
§ 20.2056 (e)-2 is not considered as hav
ing “passed from the decedent to his 
surviving spouse.” Interests which 
passed to a person other than the surviv
ing spouse include interests so passing 
under the decedent’s exercise, release, or 
nonexercise of a nontaxable power to 
appoint. I t  is immaterial whether the 
property interest which passed from the 
decedent to a person other than his sur
viving spouse is included in the dece
dent’s gross estate. The term “person 
other than his surviving spouse” includes 
the possible unascertained takers of a 
property interest, as, for example, the 
members of a class to be ascertained in 
the future. As another example, assume 
that the decedent created a power of ap
pointment over a property interest, 
which does not come within the purview 
of §§20.2056 (b)-5 or Z0.2056 (b)-6. In 
such a case, the term “person other than 
his surviving spouse” refers to the 
possible appointees and possible takers 
in default (other than the spouse) of 
such property interest. Whether or not 
there is a possibility that the “person 
other than his surviving spouse” (or the 
heirs or assigns of such person) may 
possess or enjoy the property following 
termination or failure of the interest 
therein which passed from the decedent 
to his surviving spouse is to be deter
mined as of the time of the decedent’s 
death.

ESTATES OF NONRESIDENTS NOT CITIZENS
§ 20.2101 Statutory provisions; tax 

imposed.
Sec. 2101. Tax imposed—(a) In general. 

A tax computed in accordance with the table 
contained in section 2001 is hereby imposed 
on the transfer of the taxable estate, deter
mined as provided in section 2106, of every 
decedent nonresident not a citizen of the
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United States dying after the date of enact« 
ment of this title.

(b) Property held by alien property cus
todian. For taxes in connection with prop
erty or interests transferred to or vested in 
the Alien Property Custodian, see section 36 
of the Trading with the Enemy Act, as added 
by the act of August 8, 1846 (60 Stat. 929; 
50 U. S. C. App. 36).

§ 20.2101-1 Estates of nonresidents 
not citizens; tax imposed, (a) Section 
2101 imposes a tax on the transfer of the 
taxable estate of a nonresident who was 
not a citizen of the United States at the 
time of his death. The tax is computed 
a t the same rates as the tax which is 
imposed on the transfer of the taxable 
estate of a citizen or resident of the 
United States. See section 2001. For the 
meanings of the terms “resident,” “non
resident,” and “United States,” see 
§ 20.2001-1 (c). For the presumption 
applying to the residence of missionaries, 
see section 2202. For the liability of the 
executor for payment of the tax, see 
section 2002.

(b) The first step in the determination 
of the tax liability of the estate of a non
resident not a citizen of the United States 
is to ascertain the value of that part of 
the decedent’s “entire gross estate” 
which at.the time of his death was situ
ated in the United States. See §§20.- 
2103-1 and 20.2104-1. The second step 
is to determine the value of the taxable 
estate by subtracting from the value of 
that part of the “entire gross estate” 
which was situated in the United States 
a t the time of the decedent’s death the 
amount of the allowable deductions. 
See § 20.2106-1. The third step is to 
compute the gross estate tax on the tax-, 
able estate, using the rates set forth in 
section 2001. See paragraph (a) of this 
section. The fourth step is to subtract 
from the gross estate tax the total 
amount of any allowable credits in order 
to arrive at the net estate tax payable. 
See § 20.2102-1. Note, however, that all 
of these provisions may be modified by 
the provisions of an applicable death 
duty convention with a foreign country.

§ 20.2102 Statutory provisions; credits 
against tax.

Sec. 2102. Credits against tax. The tax 
imposed by section 2101 shall be credited witlt 
the amounts determined in accordance with 
sections 2011 to 2013, inclusive (relating to 
State death taxes, gift tax, and tax on prior 
transfers).

§ 20.2102-1 Estates of nonresidents 
not citizens; credits against tax. In ar
riving at the net estate tax payable with 
respect to the transfer of an estate of a 
nonresident who was not a citizen of the 
United States at the time of his death, 
the following credits are subtracted from 
the tax imposed by section 2101:

(a) The State death tax credit under 
section 2011;

(b) The gift tax credit under section 
2012; and

(c) The credit for tax on prior trans
fers under section 2013.
The amount of each of these credits is 
determined in the same manner as that 
prescribed for its determination in the 
estates of citizens and residents of the 
United States. See § § 20.2011-1 through 
20.2013-6. The provisions of sections

PROPOSED RULE MAKING

2015 and 2016, relating respectively to the 
credit for death taxes on remainders and 
the recovery of taxes claimed as a credit, 
are applicable with respect to the credit 
for State death taxes in the case of the 
estates of nonresidents not citizens. 
However, the credit for foreign death 
taxes under section 2014 is not allowed.

§ 20.2103 Statutory provisions; defi
nition of gross estate.

Sec. 2103. Definition of gross estate. For 
the purpose of the tax imposed by section 
2101, the value of the gross estate of every 
decedent nonresident not a citizen of the 
United States shall be tha t part of his gross 
estate (determined as provided in section 
2031) which at the time of his death is 
situated in the United States.

§ 20.2103-1 Estates of nonresidents 
not citizens; “entire gross estate.” The 
“entire gross estate” wherever situated 
of a nonresident who was not a citizen 
of the United States at the time of his 
death is made up in the same way as the 
“gross estate” of a citizen or resident of 
the United States. See §§ 20.2031-1 
through 20.2044-1. As in the case of a 
citizen or resident of the United States, 
it does not include real property situated 
outside the United States. However, in 
the case of a nonresident not a citizen, 
only that part of the entire gross estate 
which is situated in the United States is 
included in his taxable estate. In fact, 
property situated outside tlje United 
States need not be disclosed on the return 
unless certain deductions are claimed or 
information is specifically requested. 
See §§ 20.2106-1 and 20.2106-2. For a 
description of property considered to be 
situated in the United States, see 
§ 20.2104-1. For a description of prop
erty considered to be situated outside the 
United States, see § 20.2105-1.

§ 20.2104 Statutory provisions; prop
erty unthin the United States.

Sec. 2104. Property within the United 
States—(a) Stock in corporation. For pur
poses of this subchapter shares of stock 
owned and held by a nonresident not a citi
zen of the United States shall be deemed 
property within the United States only if 
issued by a domestic corporation.

(b) Revocable transfers and transfers in 
contemplation of death. For purposes of 
this subchapter, any property of which the 
decedent has made a transfer, by trust or 
otherwise, within the meaning of sections 
2035 to 2038, inclusive, shall be deemed to 
be situated in the United States, if so situ
ated either at the time of the transfer or at 
the time of the decedent’s death.

§ 20.2104-1 Estates of nonresidents 
not citizens; property within the United 
States—(a) In general. Property of a 
nonresident who was not a citizen of the 
United States at the time of his death is 
considered to be situated in the United 
States if it is—

(1) Real property located in the United 
States.

(2) Tangible personal property located 
in the United States, except certain 
works of art on loan for exhibition (see 
§ 20.2105-1).

(3) Written evidence of intangible per
sonal property which is treated as being 
the property itself, such as a bond for 
the payment of money, if it is physically 
located in the United States, except ob
ligations of the United States (but not

its instrumentalities) issued before 
March 1, 1941, if the decedent was not 
engaged in business in the United States 
a t the time of his death.

(4) Intangible personal property the 
written evidence of which is not treated 
as being the property itself (other than 
corporate shares, amounts receivable.as 
insurance on the decedent’s life, and 

-moneys deposited in the United States 
with any person carrying on the bank
ing business), if it is issued by or enforce
able against a resident of the United 
States or a domestic corporation or gov
ernmental unit.

(5) Shares of stock issued by a domes
tic corporation, regardless of the location 
of the certificates.

(6) Moneys deposited in the United 
States with any person carrying on the 
banking business by or for the decedent, 
if the decedent was engaged in business 
in the United States at the time of his 
death.

(b) Transfers. Property of which the 
decedent has made a transfer taxable 
under sections 2035 through 2038 is 
deemed to be situated in the United 
States if it is determined, under the pro
visions of paragraph (a) of this section, 
to be so situated either at the time of the 
transfer or at the time of the decedent’s 
death. S e e  § § 20.2035-1 t h r o u g h  
20.2038-1.

(c) Death duty convention. I t should 
be noted that the situs rules described 
in this section may be modified for vari
ous purposes under the provisions of an 
applicable death duty convention with a 
foreign country.

§ 20.2105 Statutory provisions; prop
erty without the United States.

S ec. 2105. Property without the United 
States— (a ) Proceeds of life insurance. F o r  
purpo ses o f th is  su b ch ap te r , th e  a m o u n t re 
ce iv ab le  as in su ra n c e  on  th e  life  of a  n o n 
re s id e n t  n o t a  c it ize n  of th e  U n ite d  Sta tes  
s h a ll n o t  be deem ed pro p erty  w ith in  th e  
U n ite d  S ta tes.

(b ) Bank deposits. F o r  purpo ses of th is  
su b ch ap te r , a n y  m oneys deposited  w ith  an y  
perso n  ca rry in g  o n  th e  b a n k in g  b u s in ess , by  
o r fo r a  n o n re s id e n t n o t a  c it ize n  o f th e  
U n ite d  S ta te s  w ho w as n o t engaged in  b u s i
n ess in  th e  U n ite d  S ta te s  a t  th e  t im e  of h is  
d e a th  s h a ll n o t be deem ed pro p erty  w ith in  
th e  U n ite d  S ta te s . -

(c )  Works of art on loan for exhibition. 
F o r  purpo ses of th is  su b ch ap te r , w orks of 
a rt  ow ned by a  n o n re s id e n t n o t a  c it iz e n  of 
th e  U n ite d  S ta te s  s h a ll n o t  be deem ed pro p
e rty  w ith in  th e  U n ite d  S ta te s  if  su c h  w orks 
of a r t  are—

(1) Im p o rte d  in to  th e  U n ite d  S ta te s  so le ly  
fo r  e x h ib it io n  purposes,

(2 ) Lo an e d  fo r su c h  purpo ses, to  a  p u b lic  
g a lle ry  or m u seu m , n o  p a rt  of th e  n e t  e a rn 
in g s  of w h ic h  in u re s  to  th e  ben efit of an y  
p riv a te  sto ck h o ld er or in d iv id u a l, an d

(3) A t th e  t im e  of th e  d eath  of th e  ow ner, 
o n  ex h ib it io n , or en  ro u te  to  or fro m  e x h i
b it io n , in  s u c h  a  p u b lic  g a lle ry  or m u seu m .

§ 20.2105-1 Estates of nonresidents 
not citizens; property without the United 
States. Property of a nonresident who 
was not a citizen of the United States is 
considered to be situated outside the 
Uniter States if it is—

(a) Real property located outside the 
United States.

(b) Tangible personal property located 
outside the United States.
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<c) Works of art owned by the dece
dent if they were—

(1) Imported into the United States 
solely for exhibition purposes,

(2) Loaned for those purposes to a 
public gallery or museum, no part of the 
net earnings of which inures to the bene
fit of any private shareholder or 
individual, and

(3) At the time of the death of the 
owner, on exhibition, or enroute to or 
from exhibition, in such a public gallery 
dr museum.

(d) Written evidence of intangible 
personal property which is treated as 
being the property itself, such as a bond 
for the payment of money, if it is not 
physically located in the United States.

(e) Obligations of the United States 
issued before March 1,1941, even though 
physically located in the United States, 
if the decedent was not engaged in busi
ness in the United States at the time of 
his death.

(f) Intangible personal property the 
written evidence of which is not treated 
as being the property itself (other than 
corporate shares, amounts receivable as 
insurance on the decedent’s life, and 
money’s deposited in the United States 
with any person carrying on the banking 
business), if it is not issued by or enforce
able against a resident of the United 
States or a domestic corporation or 
governmental unit.

(g) Shares of stock issued by a cor
poration which is not a domestic corpo
ration, regardless of the location of the 
certificates.

(h) Amounts receivable as insurance 
op the decedent’s life.

(j) Moneys deposited in the United 
States with any person carrying on the 
banking business by or for the decedent, 
if the decedent was not engaged in busi
ness in the United States at the time, 
of his death.

§ 20.2106 Statutory provisions; tax
able estate.

Sec. 2106. Taxable estate—(a) Definition 
of taxable estate. For purposes of the tax 
imposed by section 2101, the value of the 
taxable estate of every decedent nonresident 
not a citizen of the United States shall be 
determined by deducting from the value of 
that part of his gross estate which at the 
time of his death is situated in the United 
States—

(1) Expenses, losses, indebtedness, and 
taxes. That proportion of the deductions 
specified in sections 2053 and 2054 (other 
than the deductions described in the follow
ing sentence) which the value of such part 
bears to the value of his entire gross estate, 
wherever situated. Any deduction allowable 
under section 2053 in the case of a claim 
against the estate which was founded on a 
promise or agreement but was not contracted 
'or an adequate and. full consideration in 
money or money’s worth shall be allowable 
under this paragraph to the extent that i t  
would be allowable as a deduction under
paragraph (2 ) if such promise or agreement constituted a bequest.

(2) Transfers for public, charitable, and, 
religious uses—(A) In general. The amount 
of all bequests, legacies, devises, or trans
fers (including the interest which falls into 
eny such bequest, legacy, devise, or trans- 
er as a result of an irrevocable disclaimer 

oi a bequest, legacy, devise, transfer, or 
power, if the disclaimer is made before the 
«ate prescribed for the filing of the estate 
tax return)—

(1) To or for the use of the United States, 
any State, Territory, any political subdivision, 
thereof, or the District of Columbia, for ex
clusively public purposes;

(ii) To or for the use of any domestio 
corporation organized and operated exclu
sively for religious, charitable, scientific, 
literary, or educational purposes, including 
the encouragement of art and the prevention 
of cruelty to children or animals, no part 
of the net earnings of which inures to the 
benefit of any private stockholder or individ
ual, and no substantial part of the activi
ties of which is carrying on propaganda, or 
otherwise attempting, to influence legisla
tion; or

(iii) To a trustee or trustees, or a fraternal 
society, order, or association operating under 
the lodge system, but only if such contri
butions or gifts are to be used within the 
United States by such trustee or trustees, or 
by such fraternal society, order, or associa
tion, exclusively for religious, charitable, 
scientific, literary, or educational purposes, 
or for the prevention of cruelty to children 
or animals, and no substantial part of the 
activities of such trustee or trustees, or of 
such fraternal society, order, or association, 
is carrying on propaganda, or otherwise a t
tempting, to influence legislation.

(B) Powers of appointment. Property in
cludible in the decedent’s gross estate under 
section 2041 (relating to powers of appoint
ment) received by a donee described in this 
paragraph shall, for purposes of this para
graph, be considered a bequest of such 
decedent.

(C) Death taxes payable out of bequests. 
If the tax imposed by section 2101, or any 
estate, succession, legacy, or inheritance 
taxes, are, either by the terms of the will, 
by the law of the jurisdiction under which 
the estate is administered, or by the law of 
the jurisdiction imposing the particular tax, 
payable in whole or in part out of the be
quests, legacies, or devises otherwise deducti
ble under this paragraph, then the amount 
deductible under this paragraph shall be the 
amount of such bequests, legacies, or devises 
reduced by the amount of such taxes.

(D) Limitation on deduction. The amount 
of the deduction under this paragraph for 
any transfer shall not exceed the value of 
the transferred property required to be 
included in the gross estate.

(E) Disallowance of deductions in certain 
cases. For disallowance of certain charitable, 
etc., deductions otherwise allowable under 
this paragraph, see sections 504 and 681.

(F) Other cross references. (1) For op
tion as to time for valuation for purpose of 
deduction under this paragraph, see section 
2032.

(2) For exemption of bequests to or for 
benefit of Library of Congress, see section 
5 of the act of March 3, 1925, as amended 
(56 Stat. 765; 2 U. S. C. 161).

(3) For construction of bequests for bene
fit of the library of the Post Office Department 
as bequests to or for the use of the United 
States, see section 2 of the act of August 8, 
1946 (60 Stat. 924; 5 U. S. C. 393).

(4) For exemption of bequests for bene
fit of Office of Naval Records and Library, 
Navy Department, see section 2 of the act 
of March 4, 1937 ( 50 Stat. 25; 5 U. S. C. 
419b).

(5) For exemption of bequests to or for 
benefit of National Park Service, see section 
5 of the act of July 10, 1935 (49 Stat. 478; 
16 U. S. C. 19c).

(6) For construction of devises or bequests 
accepted by the Secretary of State under the 
Foreign Service Act of 1946 as devises or be
quests to or for the use of the United States, 
see section 1021 (e) of that act (60 Stat. 
1032; 22 U. S. C.809).

(7) For construction of gifts or bequests 
of money accepted by the Attorney General 
for credit to “Commissary Funds, Federal 
Prisons” as gifts or bequests to or for the

u se  of th e  U n ite d  S ta te s , see se ctio n  2 of th e  
a c t  of M ay  15, 1952, 66 S ta t . 73, a s  am en d ed  
b y  th e  a c t  of J u ly  9, 1952, 66 S ta t .  479 (31 
U . S . C . 725s - 4 ) .

(8 )  F o r  p a y m e n t o f ta x  o n  beq uests of  
U n ite d  S ta te s  o b lig a tio n s to  th e  U n ite d  
S ta te s , see se ctio n  24 of th e  Seco n d  L ib e r ty  
B o n d  A ct, as am en d ed  (59 S ta t . 48, § 4; 31 
U . S . C . 757e).

(9) F o r  c o n stru c t io n  of beq uests fo r bene
fit of or u se  in  co n n e ctio n  w ith  th e  N av a l 
A cad em y as beq uests to  or fo r  th e  u se  of th e  
U n ite d  S ta tes, see se ct io n  3 of th e  A c t  of 
M a rch  31, 1944 (58 S ta t .  135; 84 U . S . C . 
1115b).

(10) F o r  exem ptio n  of beq uests fo r b en e
f it  of N av a l A cad em y M u seu m , see se ctio n  
4 of th e  A c t  of M arch  26, 1938 (52 S ta t . 119; 
34 U . S . C . 1119).

(11) F o r  exem ptio n  o f beq uests rece ived  
b y  N atio n a l A rch iv e s  T r u s t  F u n d  B o ard , see 
sectio n  7 of th e  N a tio n a l A rch iv e s  T r u s t  
F u n d  B o a rd  A c t  (55 S ta t . 582; 44 U . S . C .  
300gg).

(3 ) Exemption. A n  exem ptio n  of $2,000.
(b ) Condition of allowance of deductions. 

No d e d u ctio n  s h a ll  be a llow ed  u n d e r p a ra 
g rap h s (1 ) an d  (2) of su b se ct io n  (a )  in  th e  
case  of a  n o n re s id e n t n o t a  c it ize n  of th e  
U n ite d  S ta te s  u n le ss  th e  executo r in c lu d e s  
in  th e  re tu rn  re q u ire d  to  be filed  u n d e r  sec
t io n  6018 th e  v a lu e  a t  th e  t im e  of h is  d e a th  
of th a t  p a rt  of th e  gross esta te  of su c h  n o n 
re sid e n t n o t s itu a te d  in  th e  U n ite d  S ta te s .

(c )  United States bonds. F o r  purpo ses  
of sectio n  2103, th e  va lu e  o f th e  gross estate  
(d e te rm in ed  as pro v id ed  in  se ctio n  2031) of  
a  decedent w ho w as n o t engaged in  b u s in ess  
in  th e  U n ite d  S ta te s  a t  th e  t im e  of h is  
d eath —

(1) S h a ll  n o t in c lu d e  o b lig a tio n s issu ed  b y  
th e  U n ite d  S ta te s  before M arch  1, 1941; and

(2) S h a ll  in c lu d e  o b lig a tio n s issu ed  by th e  
U n ite d  S ta te s  o n  or a fte r  M arch  1, 1941.

§ 20.2106-1 Estates of nonresidents 
not citizens; taxable estate; deductions in 
general, (a) Section 2106 (a) provides 
that the taxable estate of a nonresident 
who was not a citizen of the United States 
at the time of his death is determined by 
subtracting from the value of that part 
of his gross estate which, a t the time of 
his death, is situated in the United States 
the total amount of the following 
deductions:

(1) The deductions allowed in the case 
of estates of decedents who were citizens 
or residents of the United States under 
sections 2053 and 2054 (see §§ 20.2053-1 
through 20.2053-9 and § 20.2054-1) 
for expenses, indebtedness and taxes, and 
for losses, to the extent provided in 
§ 20.2106-2.

(2) A deduction computed in the same 
manner as the one allowed under section 
2055 (see §§ 20.2055-1 through 20.2055-4) 
for charitable, etc., transfers, except—

(i) That the deduction is allowed only 
for transfers to corporations and asso
ciations created or organized in the 
United States, and to trustees for use 
within the United States, and

(ii) That the provisions contained in 
§ 20.2055-2 (c) (2) relating to termina
tion of power to consume is not appli
cable.

(3) An exemption of $2,000, unless a 
death duty convention provides for an
other amount, such as a prorated part 
of the exemption allowed in the case of 
estates of citizens and residents of the 
United States under section 2052.

(b) Section 2106 (b) provides that no 
deduction is allowed under paragraph
(a) (1) or (2) of this section unless the
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executor discloses in the estate tax re
turn the value of that part of the gross 
estate not situated in the United States. 
See § 20.2105-1. Such part must be 
valued as of the date of the decedent’s 
death, or if the alternate valuation 
method under section 2032 is elected, as 
of the applicable valuation date. No 
marital deduction under section 2056 is 
allowed.

§ 20.2106-2 Estates of nonresidents 
not citizens; deductions for expenses, 
losses, etc. (a) In computing the tax
able estate of a nonresident who was not 
a citizen of the United States at the time 
of his death, deductions are allowed 
under sections 2053 and 2054 for expenses, 
indebtedness and taxes, and for losses, 
to the following extent:

(1) A pledge or subscription is deduct
ible if it is an enforceable claim against 
the estate and if it would constitute an 
allowable deduction under § 20.2106-1 
(a) (2), relating to charitable, etc., trans
fers, if it had been a bequest.

(2) That proportion of other deduc
tions is allowed which the value of that 
part of the decedent’s gross estate situ-' 
ated in the United States at the time of 
his death bears to the value of the dece
dent’s entire gross estate wherever situ
ated. It is immaterial whether the 
amounts to be deducted were incurred or 
expended within or without the United 
States."
No deduction is allowed under this para
graph unless the value of the decedent’s 
entire gross estate is disclosed in the 
estate tax return. See § 20.2106-1 (b).

(b) In  order that the Internal Rev
enue Service may properly pass upon the 
items claimed as deductions, the executor 
should submit a certified copy of the 
schedule of liabilities, claims against the 
estate, and expenses of administration 
filed under any applicable foreign death 
duty act. If no such schedule was filed, 
the executor should submit a certified 
copy of the schedule of these liabilities, 
claims and expenses filed with the for
eign court in which administration was 
had. If the items of deduction allowable 
under section 2106 (a) (1) were not in
cluded in either such schedule, or if no 
such schedules were filed, then there 
should be submitted a written statement 
of the foreign executor containing a 
declaration that it is made under the 
penalties of perjury setting forth the 
facts relied upon as entitling the estate 
to the benefit of the particular deduction 
or deductions.

(c) The application of this section 
and of § 20.2106-1 may be illustrated by 
the following example:

Example. The decedent was a nonresident, 
not a citizen of the United States at the time 
of his death. His gross estate, wherever sit
uated, amounts to $1,000,000, of which 
$200,000 (or 20 percent) represents the value 
of the property having its situs within the 
United States. The funeral expenses, admin
istration expenses, and claims against the 
estate aggregate $150,000, and there are 
charitable bequests, for use within the 
United States, amounting to $25,000. The 
decedent’s taxable estate is determined as 
follows :

PROPOSED RULE MAKING
That part of the entire gross estate 

situated in the United S ta te s .... $200,000 
Deductions for expenses 

and claims (20 percent
of $150,000)__________ $30,000

Charitable deduction.   25, 000
Exemption_____________  2, 000

----------- 57,000

T a x a b le  e sta te ___________________ 143,000
F o r  th e  m an n e r of co m p u tin g  th e  ta x  on th e  
tax ab le  estate , see § 20.2001-2.

MISCELLANEOUS
§ 20.2201 Statutory provisions; mem

bers of the Armed Forces dying during 
an induction period.

Sec. 2201. Members of the Armed Forces 
dying during an induction period. T h e  a d 
d it io n a l estate  ta x  as defined in  se ctio n  
2011 (d ) sh a ll n o t  ap p ly  to  th e  t ra n sfe r  of 
th e  taxab le  estate  of a  c it iz e n  or re sid e n t of  
th e  U n ite d  S ta te s  d y in g  d u rin g  a n  in d u ct io n  
perio d  (a s  defined in  sec. 112 (c ) (5 )) ,  w h ile  
in  a ct iv e  se rv ice  as a  m em ber of th e  A rm ed  
F o rce s  of th e  U n ite d  S ta te s , i f  su c h  dece
d en t—

(1) W as k ille d  in  a ct io n  w h ile  se rv in g  in  
a co m bat zone, as d eterm in ed  u n d e r sectio n  
112 ( c ) : or

(2) D ied  as a  re su lt  of w ound s, d isease , or 
in ju r y  suffered, w h ile  se rv in g  in  a co m b at  
zo ne  (a s  d eterm in ed  u n d e r sectio n  112 ( c ) ) ,  
a n d  w h ile  in  lin e  of d u ty , b y  reaso n  o f a  
h a za rd  to w h ic h  h e  w as su b je cte d  as an  in c i
d e n t of s u c h  serv ice .

§ 20.2201-1 Members of the Armed 
Forces dying during an induction period.
(a) The additional ¿state tax as defined 
in section 2011 (d) does not apply to the 
transfer of the taxable estate of a citizen 
or resident of the United States dying 
during an induction period as defined in 
section 112 (c) (5) (see paragraph (b) 
of this section) and while in active serv
ice as a member of the Armed Forces of 
the United States, if the decedent—

(1) Was killed in action while serving 
in a combat zone, as determined under 
section 112 (c) (2) and (3) (see para
graph (c) of this section), or

(2) Died as a result of wounds, dis
ease, or injury suffered while serving in 
such a combat zone and while in line of 
duty, by reason of a hazard to which he 
was subject as an incident of such 
service.

(b) Section 112 (c) (5) defines the 
term “induction period” as meaning any 
period during which individuals are 
liable for induction, for reasons other 
than prior deferment, for training and 
service in the Armed Forces of the United 
States.

(c) Section 112 (c) (2) and (3) pro
vides that service is performed in a com
bat zone only—

(1) If it is performed in an area which 
the President of the United States has 
designated by Executive order for pur
poses of section 112 (c) as an area in 
which the Armed Forces of the United 
States are, or have, engaged in combat* 
and

(2) If it is performed on or after the 
date designated by the President by 
Executive order as the date of the com
mencing of combatant activities in such 
zone and on or before the date design 
nated by the President by Executive 
order as the date of termination of com
batant activities in such zone.

(d) If the official record of the branch 
of the Armed Forces of which the dece
dent was a member at the time of his 
death states that the decedent was killed 
in action while serving in a combat zone, 
or that death resulted from wounds or 
injuries received or disease contracted 
while in line of duty in a combat zone, 
this fact shall, in the absence of evidence 
establishing the contrary, be presumed to 
be established for the purposes of the 
exemption. Moreover, wounds, injuries 
or disease suffered while in line of duty 
will be considered to have been caused by 
a hazard to which the decedent was sub
jected as an incident of service as a 
member of the Armed Forces, unless the 
hazard which caused the wounds, in
juries, or disease was clearly unrelated 
to such service.

(e) A person was in active service 
as a member of the Armed Forces of 
the United States if he was at the time 
of his death actually serving in such 
forces. A member of the Armed Forces 
in active service in a combat zone who 
thereafter becomes a prisoner of war or 
missing in action, and occupies such 
status at death or when the wounds, 
disease, or injury resulting in death were 
incurred, is considered for purposes of 
this section as serving in a combat zone.

(f) The exemption from tax granted 
by section 2201 does not apply to the 
basic estate tax as defined in section 
2011 (d).

§ 20.2202 Statutory provisions; mis
sionaries in foreign service.

Sec. 2202. Missionaries in foreign service. 
Missionaries duly commissioned and serving 
under boards of foreign missions of the vari
ous religious denominations in the United 
States, dying while in the foreign missionary 
service of such boards, shall not, by reason 
merely of their intention to permanently 
remain in such foreign service, be deemed 
nonresidents of the United States, but shall 
be presumed to be residents of the State, the 
District of Columbia, Alaska, or Hawaii 
wherein they respectively resided at the time 
of their commission and their departure for 
such foreign service.

§ 20.2202-1 Missionaries in foreign 
service. Section 2202 provides that a 
duly commissioned missionary, dying 
while in foreign missionary service under 
a board of foreign missions of a religious 
denomination in the United States, is 
presumed to have retained a United 
States residence (see § 20.2001-1 (c)) 
held at the time of his commission and 
departure for foreign service, in the ab
sence of relevant facts other than his 
intention to remain permanently in such 
foreign service.

§ 20.2203 Statutory provisions; defini
tion of executor.

Sec. 2203. Definition of executor. The 
term “executor” wherever it is used in this 
title in connection with the estate tax im> 
posed by this chapter means the executor 
or administrator of the decedent, or, if there 
is no executor or administrator appointed, 
qualified, and acting within the United 
States, then any person in actual or con
structive possession of any property of the 
decedent.

§ 20.2203-1 Definition of executor. 
The term “executor” means the executor 
or administrator of the decedent’s estate.
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However, if there is no executor or ad
ministrator appointed, qualified and act
ing within the United States, the term 
means any person in actual or construc
tive possession of any property of the 
decedent: The term “person in actual 
or constructive possession of any prop
erty of the decedent” includes, among 
others, the decedent’s agents and repre
sentatives; safe-deposit companies, ware
house companies, and other custodians 
of property in this country ; brokers hold
ing, as collateral, securities belonging to 
the decedent; and debtors of the dece
dent in this country.

§ 20.2204 Statutory provisions; dis
charge of executor from personal lia
bility.

Sec. 2204. Discharge of executor from per
sonal liability. If the executor makes writ
ten application to the Secretary or his dele
gate for determination of the amount of the 
tax and discharge from personal liability 
therefor, the Secretary or his delegate (as 
soon as possible, and in any event within 1 
year after the making of such application, 
or, if the application is made before the 
return is filed, then within 1 year after the 
return is filed, but not after the expiration 
of the period prescribed for the assessment 
of the tax in section 6501) shall notify the 
executor of the amount of the tax. The 
executor, on payment of the amount of which 
he is notified, shall be discharged from per
sonal liability for any deficiency in tax there
after found to be due and shall be entitled 
to a receipt or writing showing such dis
charge.

§ 20.2204-1 Discharge of executor 
from personal liability. The executor 
of a decedent’s estate may make written 
application to the district director for 
the district in which the estate tax re
turn is filed for a determination of the 
Federal estate tax and discharge from 
personal liability therefor. Within one 
year after receipt of the application, or 
if the application is made before the 
return is filed then within one year after 
the return is filed, the executor will be 
notified of the amount of the tax and, 
upon payment thereof, he will be dis
charged from personal liability for any 
deficiency in the tax thereafter found to 
be due. If no such notification is re
ceived, the executor is discharged at the 
end of such one year period from per
sonal liability for any deficiency there
after found to be due.

§ 20.2205 Statutory provisions; reim
bursement out of estate.

Sec. 2205. Reimbursement out of estate. 
If the tax or any part thereof Is paid by, 
or collected out of, that part of the estate 
passing to or in the possession of any person 
other than the executor in his capacity as 
such, such person shall be entitled to reim
bursement out of any part of the estate 
still undistributed or by a just and equitable 
contribution by the persons whose interest 
in the estate of the decedent would have 
been reduced if the tax had been paid be
fore the distribution of the estate or whose 
interest is subject to equal or prior liability 
for the payment of taxes, debts, or other 
charges against the estate, it being the pur
pose and intent of this chapter that so far 
as is practicable and unless otherwise di
rected by the will of the decedent the tax 
shall be paid out of the estate before its 
distribution.

§ 20.2205-1 Reimbursement out of 
estate. If anyportion of the tax is paid

by or collected out of that part of the 
estate passing to, or in the possession of, 
any person other than the duly qualified 
executor or administrator, that person 
may be entitled to reimbursement, either 
out of the undistributed estate or by 
contribution from other beneficiaries 
whose shares or interests in the estate 
would have been reduced had the tax 
been paid before distribution of the 
estate, or whose shares or interests are 
subject either to an equal or prior liabil
ity for the payment of taxes, debts, or 
other charges against the estate. For 
specific provisions giving the executor 
the right to reimbursement from life in
surance beneficiaries and from recipients 
of property over which the decedent had 
a power of appointment, see sections 
2206 and 2207. These provisions, how
ever, are not designed to curtail the right 
of the district director to collect the tax 
from any person, or out of any property, 
liable for its payment. The district di
rector cannot be required to apportion 
the tax among the persons liable nor to 
enforce any right of reimbursement or 
contribution.

§ 20.2206 Statutory provisions; liabil
ity of life insurance beneficiaries.

Sec. 2206. Liability of life insurance bene
ficiaries. Unless the decedent directs other
wise in his will, if any part of the gross 
estate on which tax has been paid con
sists of proceeds of policies of insurance on 
the life of the decedent receivable by a bene
ficiary other than the executor, the executor 
shall be entitled to recover from such bene
ficiary such portion of the total tax paid 
as the proceeds of such policies bear to the 
sum of the taxable estate and the amount of 
the exemption allowed in computing the 
taxable estate, determined under section 
2051. If there is more than one such bene
ficiary, the executor shall be entitled to re
cover from such beneficiaries in the same 
ratio. In the case of such proceeds receivable 
by the surviving spouse of the decedent for 
which a deduction is allowed under section 
2056 (relating to marital deduction), this 
section shall not apply to such proceeds ex
cept as to the amount thereof in excess of 
the aggregate amount of the marital de
ductions allowed under such section.

§ 20.2206-1 Liability of life insurance 
beneficiaries; cross reference. With 
respect to the right of the district direc
tor to collect the tax without regard to 
the provisions of section 2206, see 
§ 20.2205-1.

§ 20.2207 Statutory provisions; liabil
ity of recipient of property over which 
decedent had power of appointment.

Sec. 2207. Liability of recipient of prop
erty over which decedent had power of ap
pointment. Unless the decedent directs 
otherwise in his will, if any part of the gross 
estate on which the tax has been paid consists 
of the value of property included in the 
gross estate under section 2041, the executor 
shall be entitled to recover from the person 
receiving such property by reason of the ex
ercise, nonexercise, or release of a power of 
appointment such portion of the total tax 
paid as the value of such property bears to 
the sum of the taxable estate and the 
amount of the exemption allowed in com
puting the taxable estate, determined under 
section 2052, or section 2106 (a), as the case 
may be. If there is more than one such 
person, the executor shall be entitled to re
cover from such persons in the same ratio. 
In the case of such property received by the 
surviving spouse of the decedent for which

a deduction Is allowed under section 2056 
(relating to marital deduction), this section 
shall not apply to such property except as to 
the value thereof reduced by an amount 
equal to the excess of the aggregate amount 
of the marital deductions allowed under sec
tion 2056 over the amount of proceeds of 
Insurance upon the life of the decedent re
ceivable by the surviving spouse for which 
proceeds a marital deduction is allowed 
under such section.

§ 20.2207-1 Liability of recipient of 
property over which decedent had power 
of appointment; cross reference. With 
respect to the right of the district direc
tor to collect the tax without regard to 
the provisions of section 2207, see 
§ 20.2205-1.

PROCEDURE AND ADMINISTRATION

§ 20.6001 Statutory provisions; notice 
or regulations requiring records, state
ments, and special returns.

Sec. 6001. Notice or regulations requiring 
records, statements, and special returns. 
Every person liable for any tax imposed by 
this title, or for the collection thereof, shall 
keep such records, render such statements, 
make such returns, and comply with such 
rules and regulations as the Secretary or his 
delegate may from time to time prescribe. 
Whenever in the judgment of the Secretary 
or his delegate it is necessary, he may require 
any person, by notice served upon such per
son or by regulations, to make such returns, 
render such statements, or keep such records, 
as the Secretary or his delegate deems suffi
cient to show whether or not such person is 
liable for tax under this title.

§ 20.6001-1 Persons required to keep 
records, render statements and make re
turns. (a) It is the duty of the executor 
to keep such complete and detailed 
records of the affairs of the estate for 
which he acts as will enable the district 
director to determine accurately the 
amount of the estate tax liability.

<b) In addition to filing a preliminary 
notice (see § 20.6036-1) and an estate 
tax return (see § 20.6018-1), the executor 
shall furnish such supplemental data as 
may be necessary to establish the correct 
estate tax. It is therefore the duty of the 
executor (1) to furnish, upon request, 
copies of any documents in. his posses
sion (or on file in any court having 
jurisdiction over the estate) relating to 
the estate, appraisal lists of any items 
included in the gross estate, copies of 
balance sheets or other financial state
ments obtainable by him relating to the 
value of stock, and any other information 
obtainable by him that may be found 
necessary in the determination of the 
tax, and (2) to render any written state
ment, containing a declaration that it 
is made under penalties of perjury, of 
facts within his knowledge which the 
district director may require for the pur
pose of determining whether a tax lia
bility exists and, if so, the extent thereof. 
Failure to comply with such a request 
will render the executor liable to pen
alties (see section 7269), and proceedings 
may be instituted in the proper court of 
the United States to secure compliance 
therewith (see section 7604 (a) ).

(c) Persons having possession or con
trol of any records or documents con
taining or supposed to contain any infor
mation concerning the estate, or having 
knowledge of or information about any 
fact or facts which have a material bear-
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ing upon the liability, or the extent of 
liability, of the estate for the estate tax, 
shall, upon request of the district direc
tor or any revenue agent or inspector 
designated by him for that purpose, make 
disclosure thereof. Failure on the part 
of any person to comply with such re
quest will render him liable to penalties 
(section 7269), and compliance with the 
request may be enforced in the proper 
court of the United States (section 
7604 (b)).

(d) Upon notification from the In 
ternal Revenue Service, a corporation 
(organized or created in the United 
States) or its transfer agent is required 
to file a return disclosing the following 
information pertaining to stocks or bonds 
registered in the name of a nonresident 
decedent (regardless of citizenship): 
(1) The name of the decedent as regis
tered; (2) the date of the decedent’s 
death; (3) the decedent’s residence and 
his place of death; (4) the names and 
addresses of executors, attorneys, or 
other representatives of the estate, with
in and without the United States; and
(5) a description of the securities, the 
number of shares or bonds and the par 
values thereof.

§ 20.6011 Statutory provisions; gen
eral requirement of return, statement, 
or list.

Sec. 6011. General requirement of return, 
statement, or list—(a) General rule. When 
required by regulations prescribed by the 
Secretary or his delegate any person made 
liable for any tax imposed by this title, or 
for the collection thereof, shall make a re
turn or statement according to the forms 
and regulations prescribed by the Secretary 
or his delegate. Every person required to 
make a return or statement shall include 
therein the information required by such 
forms or regulations.

* * * * *

(c) Income, estate, and gift taxes. For 
requirement that returns of income, estate, 
and gift taxes be made whether or not there 
is tax liability, see sections 6012 to 6019, 
inclusive.

§ 20.6011-1 Form of preliminary no
tice, return, and certain evidence—(a) 
Preliminary notices. In the case of a 
decedent who was a citizen or resident of 
the United States at the time of his 
death, the preliminary notice shall be 
made on Form 704. In the case of a non
resident not a citizen, the preliminary 
notice shall be made on Form 705. See 
§ 20.6036-1 for the circumstances under 
which the filing of a preliminary notice 
is required.

(b) Estate tax returns—(1) Estate of 
citizens or residents. The return for the 
estate of a citizen or resident of the 
United States shall be made on Form 
706. See § 20.6018-1 (a) for the circum
stances under which the filing of a re
turn is required.

(2) Estates of nonresidents not citi
zens. The return for the estate of a non
resident not a citizen of the United 
States shall be made on Form 706 or 
Form 706NA. Under certain conditions 
the return may be made only on Form 
706. See the instructions on Form 
706NA for the circumstances under 
which that form may not be used. See 
§ 20.6018-1 (b) for the circumstances un-
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der which the filing of a return is re
quired.

(c) Other forms—(1) Certification of 
payment of foreign death taxes. The 
certification of the payment of foreign 
death taxes described in § 20.2014-1 shall 
be made on Form 706CE.

(2) Life insurance statement. The 
life insurance statement required by 
§ 20.6018-4 shall be made on Form 712.

§ 20.6011-2 Use of prescribed forms. 
Copies of the forms prescribed by 
§ 20.6011-1 may be obtained from dis
trict directors. The fact that an execu
tor has not been furnished with copies 
of these forms will not excuse him from 
filing a preliminary notice or making a 
return, or from the furnishing of evi
dence for which the forms specified in 
paragraph (c) of § 20.6011-1 are to be 
used. Application for a form should be 
made to the district director in ample 
time for the executor to have the form 
prepared, verified, and filed with the 
district director on or before the date 
prescribed for filing of the éstate tax 
return (see § 20.6075-1). The executor 
should carefully prepare the preliminary 
notice and the return so as to set forth 
fully and clearly the data called for 
therein. A preliminary notice or a re
turn which has not been so prepared will 
not be accepted as meeting the require
ments of §§ 20.6018-1 through 20.6018-4 
and § 20.6036-1.

§ 20.6018 Statutory provisions; estate 
tax returns.

Sec. 6018. Estate tax returns—(a) Returns 
by executor—(1) Citizens or residents. In. 
all cases where the gross estate at the death 
of a citizen or resident exceeds $60,000, the 
executor shall make a return with respect to 
the estate tax imposed by subtitle B.

(2) Nonresidents not citizens of the United 
States. In the case of the estate of every 
nonresident not a citizen of the United States 
if tha t part of the gross estate which is situ
ated in the United States exceeds $2,000, the 
executor shall make a return with respect to 
the estate tax imposed by subtitle B.

(b) Returns by beneficiaries. If the ex
ecutor is unable to make a complete return 
as to any part of the gross estate of the de
cedent, he shall include in his return a de
scription of such part and the name of every 
person holding a legal or beneficial Interest 
therein. Upon notice from the Secretary or 
his delegate such person shall in like manner 
make a return as to such part of the gross 
estate.

§ 20.6018-1 Returns—(a) Estates of 
citizens or residents. A return must be 
filed on Form 706 for the estate of every 
citizen or resident of the United States 
whose gross estate, as defined by the 
statute, exceeded $60,000 in value on the 
date of death. The value of the gross 
estate at the date of death governs with 
respect to the filing of the return regard
less of whether the value of the gross 
estate is, at the executor’s election, 
finally determined as of a date subse
quent to the date of death pursuant to 
the provisions of section 2032. For the 
contents of the return, see § 20.6018-3.

(b) Estates of, nonresidents not citi
zens. A return must be filed on Form 706 
or 706NA for the estate of every non
resident not a citizen if the value of the 
part of the gross estate situated in the 
United States exceeded $2,000 on the

date of his death. See, however, the 
instructions on Form 706NA for circum
stances under which that form may not 
be used. For the contents of the return, 
see § 20.6018-3.

(c) Place for filing. See § 20.6091-1 
for the place where the return shall be 
filed.

(d) Time for filing. See § 20.6075-1 
for the time for filing the return.

§ 20.6018-2 Returns; person liable for 
return. Section 6018 provides that the 
duly qualified executor or administrator 
shall file the return. If there is more 
than one executor or administrator, the 
return must be made jointly by all. If 
there is no executor or administrator 
appointed, qualified and acting within 
the United States, every person in actual 
or constructive possession of any prop
erty of the decedent situated in the 
United States is constituted an executor 
for purposes of the tax (see § 20.2203-1), 
and is required to make and file a return. 
If in any case the executor is unable to 
make a complete return as to any part 
of the gross estate, he is required to give 
all the information he has as to such 
property, including a full description, 
and the name of every person holding a 
legal or beneficial interest in the prop-, 
erty. If the executor is unable to make 
a return as to any property, every person 
holding a legal or beneficial interest 
therein shall, upon notice from the dis
trict director, make a return as to that 
part of the gross estate.

§ 20.6018-3 Returns; contents of re
turns—(a) Citizens or residents. The 
return of an estate of a decedent who 
was a citizen or resident of the United 
States at the time of his death must con
tain an itemized inventory by schedule 
of the property constituting the gross 
estate and lists of the deductions under 
the proper schedules. The return shall 
set forth (1) the value of the gross estate 
(see §§ 20.2031-1 through 20.2044-1), (2) 
the deductions claimed (see §§ 20.2052-1 
through 20.2056 (e)-3), (3) the taxable 
estate (see § 20.2051-1), and (4) the 
gross estate tax, reduced by any credits 
(see §§ 20.2011-1 through 20.2014-4) 
against the tax. The instructions 
printed on the return should be carefully 
followed. In listing upon the return the 
property constituting the gross estate 
(other than household and personal 
effects for which see § 20.2031-6), the 
description of it should be such that the 
property may be readily identified for the 
purpose of verifying the value placed on 
it by the executor.

(b) Nonresidents not citizens. The 
return of an estate of a decedent who 
was not a citizen or resident of the United 
States at the time of his death must 
contain the following information: (1) 
an itemized list of that part of the gross 
estate situated in the United States (see 
§ 20.2104-1), (2) an itemized list of any 
deductions claimed (see §§ 20.2106-1 and 
20.2106-2), (3) the amount of the taxable 
estate (see § 20.2106-1), and (4) the gross 
estate tax, reduced by any credits (s6e 
§ 20.2102-1) against the tax. For the 
disallowance of certain deductions if the 
return does not disclose that part of the 
gross estate not situated in the United 
States, see §§ 20.2106-1 and 20.2106-2.
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(c) Provisions applicable to returns 
described in paragraphs (a) and (6) of 
this section.• (1) A legal description 
should be given of each parcel of real 
estate, and, if 'located in a city, the name 
of the street and number, its area, and, 
if improved, a short statement of the 
character of the improvements.

(2) A description of bonds should in
clude the number held, principal amount, 
name of obligor, date of maturity, rate of 
interest, date or dates on which interest 
is payable, series number if there is more 
than one issue, and the principal ex
change upon which listed, or the prin
cipal business office of the corporation, 
if unlisted. Description of stocks should 
include number of shares, whether com
mon or preferred, and, if preferred! what 
issue, par value, quotation a t which re
turned, exact name of corporation, 
and, if the stock is unlisted, the 
location of the . principal business of
fice and State in which incorporated and 
thé date of incorporation, or if the stock 
is listed, the principal exchange upon 
which sold. A description of notes 
should include name of maker, date on 
which given, date of maturity, amount 
of principal, amount of principal unpaid, 
rate of interest and whether simple or 
compound, date to which interest has 
been paid and amount of unpaid interest. 
A description of the seller’s interest in 
land contracts should include name of 
buyer, date of contract, description of 
property, sale price, initial payment, 
amounts of installment payments, un
paid balance of principal and accrued 
interest, interest rate and date prior to 
decedent’s death to which interest had 
been paid.

(3) A description of bank accounts 
should disclose name and address of 
depository, amount on deposit, whether 
a checking, savings, or a time-deposit 
account, rate of interest, if any payable, 
amount of interest accrued and payable, 
and serial number. A description of life 
insurance should give the name of the
insurer, number of policy, name of the 
beneficiary, and the amount of the 
proceeds.

<4) in describing an annunity, the 
name and address of the grantor of the 
annuity should be given, or, if the an
nuity is payable out of a trust or other 
lunds, such a description as will fully 
identify it. if  the annuity is payable for 
a term of years, the duration of the term 
and the date on which it began should 
be given, and if payable for the life of a 
Person °ther than the decedent, the date 
Tf ? u h of such Person should be stated, 
ii the executor has not included in the 
gross estate the full value of an annuity 

payment described in section 
¿039, he should nevertheless fully de
scribe the annuity and state its total 
Purchase, price and the amount of the 
contribution made by each person (in- 
c uding the decedent’s employer) toward 

e purchase price. If the executor be- 
1,ê es uny part of the annuity or 
her payment is excludable from the 

sross estate under the provisions of sec- 
/*039> or for any other reason, he 

ould state in the return the reason for 
his belief.

(5) Judgments should be described by 
giving the title of the cause and the name 
of the court in which rendered, date of 
judgment, name and address of the judg
ment debtor, amount of judgment, and 
rate of interest to which subject, and by 
stating whether any payments have been 
made thereon, and, if so, when and in 
what amounts.

(6) If, pursuant to section 2032, the 
executor elects to have the estate valued 
at a date or dates subsequent to the time 
of the decedent’s death, there must be 
set forth on the return: (i) an itemized 
description of all property included in 
the gross estate on the date of the dece
dent’s death, together with the value of 
each item as of that date; (ii) an item
ized disclosure of all distributions, sales, 
exchanges, and other dispositions of any 
property during the 1-year period after 
the date of the decedent’s death, together 
with the dates thereof; and (iii) the 
value of each item of property in ac
cordance with the provisions of section 
2032 (see § 20.2032-1). Interest and 
rents accrued at the date of the dece
dent’s death and dividends declared to 
stockholders of record on or before the 
date of the decedent’s death and not col
lected at that date are to be shown sepa
rately. (See also § 20.6018-4 (e) with 
respect to documents required to be filed 
with the return.)

(7) All transfers made by the dece
dent within 3 years before the date of 
his death of a value of $1,000 or more 
and all transfers made by the decedent 
at any time during his life of a value of 
$5,000 or more, except bona fide sales 
for an adequate and full consideration 
in money or money’s worth, must be dis
closed in the return, whether or not the 
executor regards the transfers as subject 
to the tax. If the executor believes that 
such a transfer is not subject to the tax, 
a brief statement of the pertinent facts 
should be made.

§ 20.6018-4 Returns; documents to 
accompany the return, (a) All docu
ments and vouchers used in preparing 
the return should be retained by the 
executor until the expiration of the pe
riod of limitations for assessment of the 
tax (see sections 6501 and 6503) so as 
to be available for inspection whenever 
required. A certified copy of the will, 
if the decedent died testate, must be sub
mitted with the return, together with 
copies of such other documents as áre 
required in Form 706 and in the appli
cable sections of these regulations. 
There may also be filed copies of any 
documents which the executor may de
sire to submit in explanation of the 
return.

(b) In the case of an estate of a non
resident citizen, the executor should also 
file the following documents with the re
turn: (1) a copy of any inventory of 
property and the schedule of liabilities, 
claims against the estate and expenses 
of administration filed with the foreign 
court of probate Jurisdiction, certified by 
a proper official of the court; and (2) a 
copy of any return filed under any ap
plicable foreign Inheritance, estate, 
legacy, or succession tax act, certified by 
a proper official of the foreign tax de
partment.

(c) In the case of an estate of a non
resident not a citizen, the executor must 
also file with the return, but only if de
ductions are claimed, a copy of the 
Inventory of property filed under the 
foreign death duty act; or, if no such 
inventory was filed, a certified copy of 
the inventory filed with the foreign court 
of probate jurisdiction.

(d) For every policy of life insurance 
listed on the return, the executor must 
procure a statement, on Form 712, by the 
company issuing the policy and file it 
with the return.

(e) If, pursuant to section 2032, the 
executor elects to have the estate valued 
a t a date or dates subsequent to the 
time of the decedent’s death, the execu
tor should file with the return evidence 
in support of any statements made by 
him in the return as to distributions, 
sales, exchanges, or other dispositions 
of property during the 1-year period 
which followed the decedent’s death. If 
the court having jurisdiction over the 
estate makes an order or decree of distri
bution during that period, a certified 
copy thereof must be submitted as part 
of the evidence. The district director 
may require the submission of such addi
tional evidence as is deemed necessary.

(f) In any case where a transfer, by 
trust or otherwise, was made by a written 
instrument, a copy thereof should be 
filed with the return if (1) the property 
is included in the gross estate, or (2) the 
executor pursuant to the provisions of 
§ 20.6018-3 (c) (7) has made a disclosure 
of the transfer on the return but has not 
included its value in the gross estate in 
the belief that it is not so includible. If 
the written instrument is of public rec
ord, the copy should be certified, or if it is 
not of record, the copy should be verified. 
If the decedent was a nonresident not a 
citizen at the time of his death, the 
copy may be either certified or verified.

(g) If the executor contends that the 
value of property transferred by the 
decedent within a period of three years 
ending with the date of the decedent’s 
death should not be included in the gross 
estate because he considers that the 
transfer was not made in contemplation 
of death, he should file with the return
(1) a copy of the death certificate, and
(2) a statement, containing a declaration 
that it is made under the penalties of 
perjury, of all the material facts and 
circumstances, including those directly 
or indirectly indicating the decedent’s 
motive in making the transfer and his 
mental and physical condition at that 
time. However, this data need not be 
furnished with respect to transfers of 
less than $1,000 in value unless requested 
by the district director.

§ 20.6036 Statutory provisions; notice 
of qualification as executor or receiver.

Sec. 6036. Notice of qualification as execu
tor or receiver. Every receiver, trustee in 
bankruptcy, assignee for benefit of creditors, 
or other like fiduciary, and every executor 
(as defined in section 2203), shall give notice 
of his qualification as such to the Secretary 
or his delegate in such manner and at such 
time as may be required by regulations of 
the Secretary or his delegate. The Secretary 
or his delegate may by regulation provide 
such exemptions from the requirements of
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t h is  se ct io n  as th e  S e c re ta ry  or h is  delegate  
deem s pro per.

§ 20.6036-1 Notice of qualification as 
executor—(a)_ Preliminary notice. A 
preliminary notice is required to be filed 
on Form 704 in the case of every citizen 
or resident of the United States whose 
gross estate exceeded $60,000 in value at 
the date of . death, and on Form 705 in 
the case of every nonresident who is not 
a citizen if that part of his gross estate 
which was situated in the United States 
(see § 20.2104-1) exceeded $2,000 in value 
at the date of death. The value of the 
gross estate at the date of death governs 
with respect to the filing of the notice 
regardless of whether the value of the 
gross estate is, at the executor’s election, 
finally determined as of a date subse
quent to the date of death pursuant to 
the provisions of section 2032. If there 
Is doubt as to whether the gross estate 
exceeds $60,000 or $2,000, as the case may 
be, the notice should be filed as a matter 
of precaution in order to avoid the possi
bility of penalties attaching. The pri
mary purpose of the notice is to advise 
the Government of the existence of tax
able estates, and filing should not be de
layed beyond the period provided for in 
§ 20.6071-1 merely because of uncer
tainty as to the exact value of the assets. 
The estimate of the gross estate called for 
by the notice should be the best approxi
mation of value which can be made 
within the time allowed. The instruc
tions upon the back of the form should 
be read carefully before executing the 
notice. For penalties for filing a false 
or fraudulent notice, see section 7269. 
See § 20.6091-1 for the place for filing 
the notice. See § 20.6071-1 for the time 
for filing the notice.

(b) Persons required to file. ïn  the 
estate of a citizen or resident of the 
United States the preliminary notice 
must be filed by the duly qualified execu
tor or administrator, or if none qualifies 
within 2 months after the decedent’s 
death, by every person in actual or con
structive possession of any property of 
the decedent at or after the time of the 
decedent’s death. The signature of one 
executor or administrator on the pre
liminary notice is sufficient, in  the case 
of a nonresident not a citizen, the notice 
must be filed by every duly qualified 
executor or administrator within the 
United States, or if none qualifies within 
two months after the decedent’s death, 
by every person in actual or constructive 
possession of any property of the dece
dent at or after the time of the decedent’s 
death.

§ 20.6061 Statutory provisions; sign
ing of returns and other documents.

S e c . 6061. Signing of returns and other 
documents. E x c e p t  as oth erw ise  p ro vided  b y  
se ctio n s  6062 a n d  6063, a n y  re tu rn , sta te m e n t, 
o r o th er d o cu m e n t re q u ire d  to  be m ad e  
u n d e r  a n y  p ro v is io n  o f th e  in te rn a l re v e n u e  
la w s  o r re g u la tio n s  s h a ll be s ig n ed  in  a cco rd 
an ce  w ith  fo rm s or re g u la t io n s  p rescrib ed  
by th e  S e c re ta ry  or h is  delegate.

§ 20.6061-1 Signing of returns and 
other documents. For regulations under 
this section, see the Regulations on Pro
cedure and Administration (Part 301 of 
this chapter).

§ 20.6064 Statutory provisions; signa
ture presumed authentic.

S ec. 6064. Signature presumed authentic. 
The fact that an individual’s name is signed 
to a return, statement, or other document 
shall be prima facie evidence for all purposes 
that the return, statement, or other docu
ment was actually signed by him.

§ 20.6064-1 Signature presumed au
thentic. For regulations under this sec
tion, see the Regulations on Procedure 
and Administration (Part 301 of this 
chapter).

§ 20.6065 Statutory provisions; veri
fication of returns.

Sec. 6065. Verification of returns—(a) 
Penalties of perjury. Except as otherwise 
provided by the Secretary or his delegate, 
any return, declaration, statement, or other 
document required to be made under any 
provision of the internal revenue laws or 
regulations shall contain or be verified by 
a written declaration that it is made under 
the penalties of perjury.

(b) Oath. The Secretary or his delegate 
may by regulations require that any return, 
statement, or other document required to 
be made under any provision of the internal 
revenue laws or regulations shall be verified 
by an oath. This subsection shall not ap
ply to returns and declarations with respect 
to income taxes made by individuals.

§ 20.6065-1 Verification of returns. 
For regulations under this section, see 
the Regulations on Procedure and Ad
ministration (Part 301 of this chapter),

§ 20.6071 Statutory provisions; time 
for filing returns and other documents.

Sec. 6071. Time for filing returns and other 
documents—(a) General rule. When not 
otherwise provided for by this title, the Sec
retary or his delegate shall by regulations 
prescribe the time for filing any return, 
statement, or other document required by 
this title or by regulations.

* * * • * .

§ 20.6071-1 Time for filing of prelim
inary notice. If a duly qualified executor 
or administrator of the estate of a dece
dent who was a resident or a citizen of 
the United States qualifies within two 
months after a decedent’s death, or if a 
duly qualified executor or administrator' 
of the estate of a nonresident not a citi
zen qualifies within the United States 
within two months after the decedent’s 
death, the preliminary notice required 
by § 20.6036-1 must be filed within two 
months after his qualification. If no 
such executor or administrator qualifies 
within that period, the preliminary 
notice must be filed within two months 
of the decedent’s death.

§ 20.6075 Statutory provisions; time 
for filing estate tax return.

Sec. 6075. Time for filing estate and gift 
tax returns—(a) Estate tax returns. Returns 
made under section 6018 (a) (relating to 
estate taxes) shall be filed within 15 months 
after the date of the decedent’s death.

* * * « *
§ 20.6075-1 Returns; time for filing 

estate tax return—(a) General rule. 
The estate tax return required by section 
6018 must be filed within 15 months after 
the date of the decedent’s death, unless 
an extension of time is granted pursuant 
to § 20.6081-1.

(b) Due date of return. The due date 
Is the date on or before which the return

is required to be filed in accordance with 
the provisions of section 6075 (a) or the 
last day of the period covered by an ex
tension of time granted by the district 
director as provided in § 2Ó.6081-1. Un
less an extension of time for filing has 
been granted, the due date is the day of 
the fifteenth calendar month after the 
decedent’s d e a t h  numerically corre
sponding to the day of the calendar 
month on which death occurred, except 
that, if there is no numerically corres
ponding day in such fifteenth month, the 
last day of the fifteenth month is the 
due date. For example, if the decedent 
died on August 31, 1955, the due date is 
November 30, 1956. When the due date 
falls on Saturday, Sunday, or a legal holi
day, the due date for filing the return is 
the next succeeding day which is not 
Saturday, Sunday, or a legal holiday. 
For definition of a legal holiday, see the 
regulations under section 7503 contained 
in the Regulations on Procedure and Ad
ministration (part 301 of this chapter), 
If the return is placed in the mails, it 
should be posted in ample time to reach 
the office of the district director, under 
ordinary handling of the mails, on or be
fore the date on which the return is re
quired to be filed. If the return is made 
and placed in the mails in due course, 
properly addressed and postage paid, in 
ample time to reach the office of the dis
trict director on or before the due date, 
no penalty will attach should the return 
not actually be received by the district 
director until after the due date. If a 
question may be raised as to whether 
the return was posted in ample time to 
reach the office of the district director 
on or before the due date, the envelope 
in which the return was transmitted will 
be preserved by the district director and 
attached to the return. As to additions 
to the tax in the case of failure to file the 
return within the prescribed time, see 
section 6651. As to loss of the right to 
elect to have the property valued as of a 
date or dates subsequent to the dece
dent’s death by failing to file the return 
within the time p r e s c r i b e d ,  see 
§ 20.2032-1,

§ 20.6081 Statutory provisions; ex
tension of time for filing returns.

Sec. 6081. Extension of time for filing re
turns— (a ) General rule. T h e  S e c re ta ry  or 
h is  delegate m ay  g ra n t a  reaso n ab le  extensio n  
of t im e  fo r  f ilin g  a n y  re tu rn , d ec lara tio n , 
sta te m e n t, o r o th er d o cu m en t re q u ire d  by 
t h is  t it le  or b y  re g u latio n s . E x c e p t  in  the  
case o f tax p ayers  w ho a re  abroad, n o  su ch  
exten sio n  s h a ll be fo r  m ore th a n  6 m o n th s.

*  *  *  *  *

(c ) Postponement by reason of war. Fo r  
t im e  fo r perfo rm in g  c e rta in  a cts  postponed  
b y  reaso n  of w ar, see sectio n  7508.

§ 20.6981-1 Extension of time for fil
ing the return, (a) In case it is im
possible or impracticable for the exec
utor to file a reasonably complete return 
within 15 months from the date of death, 
the district director may, upon a show
ing of good and sufficient cause, grant 
a reasonable extension of time for filing 
the return required by section 6018. * 
Unless the executor is abroad, the exten
sion may not be for more than six 
months from the date for filing provided 
in section 6075 (a). Therefore, unless
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the executor is abroad, the due date for 
filing the return under any extension 
granted by a district director may not 
be later than 21 months from the date of 
the decedent’s death. The extension 
may, of course, be for a lesser period of 
time.

(b) The application for an extension 
of time for filing the return should be 
addressed to the district director for the 
district in which the return is to be filed, 
and must contain a full recital of the 
causes for the delay. It must be made 
before the expiration of the time within 
which the return otherwise must be filed. 
It should, where possible, be made suffi
ciently early to permit the district di
rector to consider the matter and reply 
before what otherwise would be the due 
date of the return.

(c) A return as complete as possible 
must be filed before the expiration of the 
extension perio4 granted. The return 
thus filed will be the return required by 
section 6018 (a) and any tax shown 
thereon will be the “amount determined 
by the executor as the tax” referred to 
in section 6161 (a) (2), or the “amount 
shown as the tax by the taxpayer upon 
his return” referred to in section 6211 
(a) (1) (A). The return cannot be 
amended after the expiration of the ex
tension period although supplemental in
formation may subsequently be filed that 
may result in a finally determined tax 
different from the amount shown as the 
tax by the executor on the return. An 
extension of time for filing the return 
dpes not operate to extend the time for 
payment of the tax. See § 20.6151-1 for 
the time for payment of the tax, and 
§§ 20.6161-1 and 20.6163-1 for extensions 
of time for payment of the tax.

§ 20.6091 Statutory provisions; place 
for filing returns or other documents.

Sec. 6091. Place for filing returns or other 
documents—(a) General rule. When not 
otherwise provided, for by this title, the Sec
retary or his delegate shall by regulations pre
scribe the place for the filing of any return, 
declaration, statement, or other document, or 
copies thereof, required by this title or by 
regulations.

(b) Tax returns. In the case of returns 
of tax required under authority of part n  
of this subchapter—

* * * * *

(3) Estate tax returns. Returns of estate 
tax required under section 6018 shall be made 
to the Secretary or his delegate in the in
ternal revenue district in which was the 
domicile of the decedent at the time of his 
death or, if there was no such domicile in 
an internal revenue district,, then at such 
place as the Secretary or his delegate may 
°y regulations prescribe.

* * * * *
§ 20.6091-1 Place for filing returns or 

other documents. If the decedent was 
a resident of the United States, the pre
liminary notice required by § 20.6036-1 
and the estate tax return required by 
§ 20.6018-1 must be filed with the dis
trict director in whose district the dece
dent had his domicile at the time of 
death, if  the decedent was a nonresi
dent (whether a citizen or not a citizen), 

and the return must be filed 
with the District Director of Internal 
Revenue, Baltimore, Maryland, or with 
such other district director as the Com
missioner may c crgnate.

No. 201----- io

§ 20.6151 Statutory provisions; time 
and place for paying tax shown on re
turns.

Sec. 6151. Time and place for paying tax 
shown on returns— (a ) General rule. E x c e p t  
a s o th erw ise  p ro vided  in  th is  se ctio n , w h e n  
a  re tu rn  of ta x  is  re q u ire d  u n d e r th is  t it le  
or re g u la tio n s , th e  p erso n  re q u ire d  to  m ak e  
su c h  re tu rn  sh a ll, w ith o u t  assessm ent or n o 
t ice  an d  d em an d  fro m  th e  S e cre ta ry  or h is  
delegate, p ay  su c h  tax  to th e  p r in c ip a l in 
te rn a l revenu e  officer fo r th e  in te rn a l reven u e  
d is t r ic t  in  w h ic h  th e  re tu rn  is  re q u ire d  to  
be filed, a n d  s h a ll p a y  s u c h  ta x  a t th e  t im e  
a n d  p lace fixed fo r f ilin g  th e  re tu rn  (d eter
m in e d  w ith o u t  reg ard  to  a n y  extensio n  of 
t im e  fo r f ilin g  th e  r e t u r n ) .

*  *  *  *  *

(c ) Date fixed for payment of tax. I n  an y  
case in  w h ic h  a  ta x  is  re q u ire d  to  be p a id  
o n  or before a  c e rta in  d ate, or w ith in  a  ce r
ta in  period, a n y  referen ce  in  th is  t it le  to  
th e  d ate  fixed fo r p a y m e n t of s u c h  ta x  s h a ll  
be deem ed a  re feren ce  to  th e  la s t  d a y  fixed  
fo r s u c h  p a y m e n t (d eterm in ed  w ith o u t  re 
gard  to  a n y  extensio n  of t im e  fo r p ay in g  th e  
t a x ) .

§ 20.6151-1 Time and place for pay
ing tax shown on the return—(a) Gen
eral rule. The tax shown on the estate 
tax return is to be paid at the time and 
place fixed for filing the return (deter
mined without regard to any extension 
of time for filing the return). For pro
visions relating to the time and place 
for filing the return, see §§ 20.6075-1 and 
20.6091--1. For the duty of the executor 
to pay the tax, see § 20.2002-1.

(b) Extension of time for paying—(1) 
In general. For general provisions relat
ing to extention of time for paying the 
tax, see § 20.6161-1.

(2) Reversionary or remainder inter
ests. For provisions relating to extension 
of time for payment of estate tax on the 
value of a reversionary or remainder in
terest in property, see § 20.6163-1.

(c) Payment "by check. For provisions 
relating to payment of the tax by check, 
see § 20.6311-1.

(d) Payment with obligations of the 
United States. Treasury bonds of cer
tain issues which were owned by the 
decedent at the time of his death knd 
included in the gross estate may be re
deemed for the purpose of paying the 
estate tax. Whether bonds of particular 
issues may be redeemed for this purpose 
will depend on the terms of the offering 
circulars cited on the face of the bonds. 
A current list of eligible issues may be 
obtained from any Federal Reserve Bank 
or Branch, or from the Bureau of Public 
Debt, Washington, D. C. See § 306.28 of 
Treasury Department Circular No. 300, 
Revised (31 CFR Part 306), for the pro
cedure to be followed in the redemption 
of these bonds for this purpose. See the 
regulations under section 6312 contained 
in the Regulations on Procedure and Ad
ministration (part 301 of this chapter) 
for provisions relating to the payment 
of taxes with United States Treasury 
notes.

(e) Receipt for payment. For provi
sions relating to duplicate receipts for 
payment of the tax, see § 20.6314-1.

§ 20.6161 Statutory provisions; exten
sion of time for paying tax.

Sec. 6161 Extension of time for paying tax—
(a ) Amount determined by taxpayer on re- 
turn— (1) General rule. T h e  S e cre ta ry  or

his delegate, except as otherwise provided In 
this title, may extend the time for payment 
of the amount of the tax shown, or required 
to be shown, on any return or declaration re
quired under authority of this title (or any 
installment thereof), for a reasonable period 
not to exceed 6 months from the date fixed 
for payment thereof. Such extension may 
exceed 6 months in the case of a taxpayer 
who is abroad.

(2) Estate tax. If the Secretary or his 
delegate finds that the payment on the due 
date of any part of the amount determined 
by the executor as the tax imposed by chapter 
11 would result in undue hardship to the 
estate, he may extend the time for payment 
for a reasonable period not in excess of 10 
years from the date fixed for payment of 
the tax.

(b) Amount determined as deficiency. 
Under regulations prescribed by the Secre
tary or his delegate, the Secretary or his dele
gate may extend, to the extent provided be
low, the time for payment of the amount 
determined as a deficiency,:

*  *  • *  *  *

(2) In the case of a tax imposed by chapter 
11, for a period not to exceed 4 years from the 
date otherwise fixed for payment of the 
deficiency^
An extension under this subsection may be 
granted only where it is shown to the satis
faction of the Secretary or his delegate that 
the payment of a deficiency upon the date 
fixed for the payment thereof will result 
in undue hardship to the taxpayer in the 
case of a tax imposed by chapter 1, to the 
estate in the case of a tax imposed by chapter 
11, or to the donor in the case of a tax im
posed by chapter 12. No extension shall be 
granted if the deficiency is due to negli
gence, to intentional disregard of rules and 
regulations, or to fraud with intent to evade 
tax.

* * * * *

§ 20.6161-1 Extension of time for 
paying tax shown on the return, (a) 
In any case in which the district director 
finds that payment, on the due date, of 
any part of the tax shown on the return 
would impose undue hardship upon the 
estate, he may extend the time for pay
ment for a period or periods n<?t to ex
ceed one year for any one period and 
for all periods not to "extend more than 
10 years from the due date,

(b) The extension will not be granted 
upon a general statement of hardship. 
The term “undue hardship” means more 
than an inconvenience to the estate. It 
must appear that substantial financial 
loss, for example, due to the sale of prop
erty at a sacrifice price, will result to the 
estate from making payment of the tax 
at the due date. If a market exists, a 
sale of property a t the current market 
price is not ordinarily considered as re
sulting in an undue hardship.

(c) An application for such an exten
sion must be in writing and must con
tain, or be supported by, information in 
a written statement declaring that it is 
made under penalties of perjury showing 
the undue hardship that would result to 
the estate if the requested extension were 
refused. The application, with the sup
porting information, must be filed with 
the district director. When received, it 
will be examined, and, if possible, within 
30 days will be denied, granted, or tenta
tively granted subject to certain condi
tions of which the executor will be 
notified. The district director will not 
consider an application for such an ex
tension unless it is applied for on or
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before the due date for payment of the 
tax. If the executor desires to obtain an 
additional extension, it must be applied 
for on or before the date of the expira
tion of the previous extension. The 
granting of the extension of time for 
paying the tax is discretionary with the 
district director and his authority will be 
exercised under such conditions as he 
may deem advisable.

(d) The amount of the tax for which 
an extension is granted, with the addi
tions thereto, shall be paid on or before 
the expiration of the period of extension 
without the necessity of notice and de
mand from the district director.

(e) The granting of an extension of 
time for paying the tax will not relieve 
the executor from the duty of filing the 
return on or before the date provided for 
in § 20.6075-1, nor will it operate to pre
vent the running of interest. See section 
6601. An extension of time to pay the 
tax may extend the period within which 
State death taxes allowed as a credit 
under section 2011 are required to be 
paid and the credit therefor claimed. 
See § 20.2011-1.

(f) For provisions requiring the fur
nishing of security for the payment of 
the tax for which an extension is 
granted, see § 20.6165-1 (a). For pro
visions relating to extensions of time for 
payment of tax on the value of a rever
sionary or remainder interest in prop
erty, see § 20.6163-1.

§ 20.6163 Statutory provisions; ex
tension of time for payment of estate tax 
on value of reversionary or remainder 
interest in property.

Sec. 6163. Extension of time for payment 
of estate tax on value of reversionary or re
mainder interest in property—(a) Extension 
permitted. If the value of a reversionary or 
remainder interest In property is included 
under chapter 11 in the value of the gross 
estate, the payment of the part of the tax 
under chapter 11 attributable to such in
terest may, at the election of the executor, 
be postponed until 6 months after the ter
mination of the precedent interest or in
terests in the property, under such regula
tions as the Secretary or his delegate may 
prescribe.

(b) Cross references—(1) Interest. F o r  
provisions requiring the payment of interest 
for the period of such extension, see section 
6601 (b).

<2) Security. For authority of the Secre
tary or his delegate to require security in the 
case of such extension, see section 6165.

§ 20.6163-1 Extension of time for pay
ment of estate tax on value of reversion
ary or remainder* interest in property.
(a) In case there is included in the gross 
estate a reversionary or remainder in
terest in property, the payment of the 
part of the tax attributable to that in
terest may, at the election of the .execu
tor, be postponed until six months after 
the termination of the precedent in
terest or interests in the property. This 
provision is limited to cases in which the 
reversionary or remainder interest is in
cluded in the decedent’s gross estate as 
such and does not extend to cases in 
which the decedent creates future in
terests by his own testamentary act.

(b) Notice of the exercise of the elec
tion to postpone the payment of the tax 
attributable to a reversionary or re-
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mainder interest must be filed with the 
district director before the date pre
scribed for payment of the tax. The 
notice of election may be made in the 
form of a letter addressed to the district 
director. There should be filed with the 
notice of election a certified copy of the 
will or other instrument under which the 
reversionary or remainder interest was 
created, or a copy verified by the executor 
if the instrument is not filed of record. 
The district director may require the 
submission of such additional proof as 
he deems necessary to disclose the com
plete facts. If the duration of the pre
cedent interest is dependent upon the 
life of any person, the notice of election 
must show the date of birth of that 
person.

(c) If the decedent’s gross estate con
sists of both a reversionary or remainder 
interest in property and other property, 
the tax attributable to the reversionary 
or remainder interest, within the mean
ing of this section, is an amount which 
bears the same ratio to the total tax as 
the value of the reversionary or remain
der interests (reduced as provided in the 
following sentence) bears to the entire 
gross estate (reduced as provided in the 
last sentence of this paragraph). In ap
plying this ratio, the value of the rever
sionary or remainder interest is reduced 
by (1) the amount of claims, mortgages, 
and indebtedness which is a lien upon 
such interest; "(2) losses in respect of 
such interest during the settlement of 
the estate which are deductible under the 
provisions of section 2054 or section 2106 
(a) (1); (3) any amount deductible un
der section 2056 or 2106 (a) (2) for 
charitable, etc., transfers; and (4) the 
portion of the marital deduction allowed 
under the provisions of section 2056 on 
account of bequests, etc., of such inter
ests to the decedent’s surviving spouse. 
Likewise, in applying the ratio, the value 
of the gross estate is reduced by such 
deductions having similar relationship 
to the items comprising the gross estate.

(d) For provisions requiring the pay
ment of interest for the period of the 
extension, see section 6601 (b). For 
provisions requiring the furnishing of 
security for the payment of the tax for 
which the extension is granted, see 
§ 20.6165-1 (b). For provisions concern
ing the time within which credit for 
State death taxes on such a reversionary 
or remainder interest may be taken, see 
section 2015 and the regulations there
under.

§ 20.6165 Statutory provisions; bonds 
where time to pay tax or deficiency has 
been extended.

Sec. 6165. Bonds where time to pay tax or 
deficiency has been extended. In the event 
the Secretary or his delegate grants any ex
tension of time within which to pay any tax 
or any deficiency therein, the Secretary or his 
delegate may require the taxpayer to furnish 
a bond in such amount (not exceeding dou
ble the amount with respect to which the ex
tension is granted) conditioned upon the 
payment of the amount extended in accord
ance with the terms of such extension.

§ 20.6165-1 Bonds where time to pay 
tax or deficiency has been extended- 
la) Extensions under section 6161 (a) (2) 
of time to pay estate taxes. If an exten

sion of time for payment of tax is 
granted under section 6161 (a) (2) , the 
district director may, if he deems it 
necessary, require the executor to furnish 
security for the payment of the amount 
in respect of which the extension is 
granted in accordance with the terms of 
the extension. For general provisions 
relating to bonds required where exten
sions of time to pay estate taxes are 
granted under section 6161 (a) (2) , see 
the regulations under sections 6165 and 
7101 contained in the Regulations on 
Procedure and Administration (part 301 
of this chapter).

(b) Extensions under section 6163 of 
time to pay estate taxes attributable to 
reversionary or remainder interests. As 
a prerequisite to the postponement of the 
payment of the tax attributable to a 
reversionary or remainder interest as 
provided in § 20.6163-1, a bond must be 
furnished in an amount which is double 
the amount of the tax and interest for 
the estimated duration of the precedent 
interest, conditioned upon the payment 
of the tax and interest accrued thereon 
within six months after the termination 
of the precedent interest. If after the 
acceptance of a bond it is determined 
that the amount of the tax attributable 
to the reversionary or remainder interest 
was understated in the bond, a new bond 
or a supplemental bond may be required, 
of the tax, to the extent of the under
statement, may be collected. The bond 
must be conditioned upon the principal 
or surety promptly notifying the district 
director when the precedent interest ter
minates and upon the principal or surety 
notifying the district director during the 
month of September of each year as to 
the continuance of the precedent inter
est, if the duration of the precedent in
terest is dependent upon the life or lives 
of any person or persons, or is otherwise 
indefinite. For general provisions relat
ing to bonds where an extension of time 
has been granted for paying the tax, see 
the regulations under sections 6165 and 
7101 contained in the Regulations on 
Procedure and Administration (part 301 
of this chapter).

§ 20.6311 Statutory provisions; pay
ment by check or money order.

Sec. 6311. Payment by check or money 
order—(a) Authority to receive. I t shall be 
lawful for the Secretary or his delegate to 
receive for Internal revenue taxes, or In 
payment for Internal revenue stamps, checks 
or money orders, to the extent and under the 
conditions provided in regulations prescribed 
by the Secretary or his delegate.

(b) Check or money order unpaid—(1) 
Ultimate liability. If a check or money order 
so received is not duly paid, the person by 
whom such check or money order has been 
tendered shall remain liable for the payment 
of the tax or for the stamps, and for all legal 
penalties and additions, to the same extent 
as if such check or money order had not been 
tendered.

(2) Liability of banks and others. If any 
certified, treasurer’s, or cashier’s check or any 
money order so received is not duly paid, the 
United States shall, in addition to its right 
to exact payment from the party originally 
indebted therefor, have a lien for the amount 
of such check upon all the assets of the bank 
or trust company on which drawn or for the 
amount of such money order upon all the 
assets of the Issuer thereof; and such 
amount shall be paid out of such assets in
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preference to any other claims ■whatsoever 
against such bank or issuer except the neces
sary costs and expenses of administration 
and the reimbursement of the United States 
for the amount expended in the redemption 
of the circulating notes of such bank.

§ 20.6311-1 Payment "by check or 
money order. District directors may ac
cept checks drawn on any bank or trust 
company incorporated under the laws of 
the United States or under the laws of 
any State, Territory, or possession of the 
United States, or money orders in pay
ment of the tax, provided the checks or 
money orders are collectible in United 
States currency at par. For complete 
regulations under this section, see the 
Regulations on Procedure and Adminis
tration (Part 301 of this chapter) 4

,8 20.6313 Statutory provisions; frac
tional parts of a cent.

Sec. 6313. Fractional parts of a cent. In 
the payment of any tax imposed by this title 
not payable by stamp, a fractional part of a 
cent shall be disregarded unless it  amounts 
to one-half cent or more, in which case it 
shall be increased to 1 cent.

§ 20.6313-1 Fractional parts of a cent. 
For regulations concerning fractional 
parts of a cent, see § 301.6313-1 of the 
Regulations on Procedure and Adminis
tration (Part 301 of this chapter).

§ 20.6314 Statutory provisions; re
ceipt for taxes.

Sec. 6314. Receipt for taxes—(a) General 
rule. The Secretary or his delegate shall, 
upon request, give receipts for all sums col
lected by him, excepting only when the 
same are in payment for stamps sold and 
delivered; but no receipt shall be issued in 
lieu of a stamp representing a tax.

(b) Duplicate receipts for payment of 
estate taxes. The Secretary or his delegate 
shall, upon request, give to the person pay
ing the tax under chapter 11 (relating to the 
estate tax) duplicate receipts, either of 
which shall be sufficient evidence of such 
payment, and shall entitle the executor to be 
credited and allowed the amount thereof by 
any court having jurisdiction to audit or 
settle his accounts.

(c) Cross references. * • *
(2) For receipt of discharge of execu

tor from personal liability, see section 
2204.

§ 20.6314-1 Duplicate receipts for 
Payment of estate taxes. The district 
director will, upon request, give to the 
person paying the tax duplicate receipts, 
either of which will be sufficient evidence 
of such payment and entitle the executor 
to be credited with the amount by any 
court having jurisdiction to audit or 
settle his accounts.

§ 20.6321 Statutory provisions; lien 
for taxes.
.. 6321. Lien for taxes. It any person
lable to pay any tax neglects or refuses to 
n  ̂ same after demand, the amount 

any interest, additional amount, 
c,A+v!tl0n to tax> or assessable penalty, to- 
f  .“?®r ^ t h  any costs tha t may accrue in 
aamtlon thereto) shall be a lien in favor of 
•ae United States upon all property and 

g ts to property, whether real or personal, 
belonging to such person.

i ̂ ®*®321-1 Lien for taxes. For reg
ulations concerning the lien for taxes, 
ee § 301.6321-1 of the Regulations on

Procedure and Administration (Part 301 
of this chapter).

§ 20.6322 Statutory provisions; period 
of lien.

Sec. 6322. Period of lien. Unless another 
date is specifically fixed by law, the lien 
Imposed by section 6321 shall arise a t the 
time the assessment is made and shall con
tinue until the liability for the amount so 
assessed is satisfied or becomes unenforceable 
by reason of lapse of time.

I 20.6323 Statutory provisions; valid
ity against mortgagees, pledgees, pur
chasers, and judgement creditors.

Sec. 6323. Validity against mortgagees, 
pledgees, purchasers, and judgement credi
tors—(a) Invalidity of lien without notice. 
Except as otherwise provided in subsection
(c), the lien imposed by section 6321 shall 
not be valid as against any mortgagee, 
pledgee, purchaser, or Judgment creditor 
until notice thereof has been filed by the 
Secretary or his delegate—

(1) Under State or territorial laws. In the 
office designated by the law of the State 
or Territory in which the property subject to 
the lien is situated, whenever the State 
or Territory has by law designated an office 
within the State or Territory for the filing 
of such notice; or

(2) With clerk of district court. In the 
office of the clerk of the United States dis
trict court for the Judicial district in which 
the property subject to the lien is situated, 
whenever the State or Territory has not by 
law designated an office within the State 
or Territory for the filing of such notice; or

(3) With clerk of district court for District 
of Columbia. In the office of the clerk of the 
United States District Court for the District 
of Columbia, if the property subject to the 
lien is situated in the District of Columbia.

(b) Form of notice. If the notice filed pur
suant to subsection (a) (1) is in such form 
as would be valid if filed with the clerk of the 
United States district court pursuant to 
subsection (a) (2), such notice shall be 
valid notwithstanding any law of the State 
or Territory regarding the form or content 
of a notice of lien.

(c) Exception in case of securities—(1) 
Exception. Even though notice of a lien pro
vided in section 6321 has been filed in  the 
manner prescribed in subsection (a) of this 
section, the lien shall not be valid with 
respect to a security, as defined in paragraph 
(2) of this subsection, as against any mort
gagee, pledgee, or purchaser of such security, 
for an adequate and full consideration in 
money or money’s worth, if at the time of 
such mortgage, pledge, or purchase such 
mortgagee, pledgee, or purchaser is without 
notice or knowledge of the existence of such 
lien.

(2) Definition of security. As used in this 
subsection, the term “security” means any 
bond, debenture, note, or certificate or other 
evidence of Indebtedness, issued by any cor
poration (including one issued by a govern
ment or political subdivision thereof), with 
interest coupons or in registered form, share 
of stock, voting trust certificate, or any cer
tificate of interest or participation in, 
certificate of deposit or receipt for, temporary 
or interim certificate for, or warrant or right 
to subscribe to or purchase, any of the fore
going; negotiable instrument; or money.

(d) Disclosure of amount of outstanding 
lien. If a notice of lien has been filed under 
subsection (a), the Secretary or his delegate 
is authorized to provide by rules or regula
tions the extent to which, and the condi
tions under which, information as to the 
amount of the outstanding obligation se
cured by the lien may be disclosed.

§ 20.6323-1 Validity agdinst mort
gages, pledgees, purchasers, and judg

ment creditors. For regulations con
cerning the validity of liens against 
mortgagees, pledgees, purchasers, and 
judgment creditors, see § 301.6323-1 of 
the Regulations on Procedure and Ad
ministration (Part 301 of this chapter).

§ 20.6324 Statutory provisions; spe
cial liens for estate and gift taxes.

S ec. 6324. Special liens for estate and gift 
taxes—(a) Liens for estate tax. Except as 
otherwise provided in subsection (c) (relat
ing to transfers of securities) —

(1) Upon gross estate. Unless the estate 
tax imposed by chapter 11 is sooner paid in 
full, it shall be a lien for 10 years upon the 
gross estate of the decedent, except that such 
part of the gross estate as is used for the 
payment of charges against the estate and 
expenses of its administration, allowed by 
any court having jurisdiction thereof, shall 
be divested of such lien.

(2) Liability of transferees and others. If 
the estate tax imposed by chapter 11 is not 
paid when due, then the spouse, transferee, 
trustee (except the trustee of an employee’s 
trust which meets the requirements of sec
tion 401 (a)), surviving tenant, person in 
possession of the property by reason of the 
exercise, nonexercise, or release of a power 
of apopintment, or beneficiary, who receives, 
or has on thé date of the decedent’s death, 
property included in the gross estate under 
sections 2034 to 2042, inclusive, to the extent 
of the value, at the time of the decedent’s 
death, of such property, shall be personally 
liable for such tax. Any part of such property 
transferred by (or transferred by a transferee 
of) such spouse, transferee, trustee, surviv
ing tenant, person in possession of property 
by reason of the exercise, nonexercise, or 
release of a power of appointment, or bene
ficiary, to a bona fide purchaser, mortgagee, 
or pledgee, for an adequate and full con
sideration in money or money’s worth shall 
be divested of the lien provided in para
graph (1) and a like lien shall then attach 
to all the property of such spouse, transferee, 
trustee, surviving tenant, person in posses
sion, beyflciary, or transferee of any 'such 
person, except any part transferred to a bona 
fide purchaser, mortgagee, or pledgee for an 
adequate and full consideration in money or 
money’s worth.

(3) Continuance after discharge of execu
tor. The provisions of section 2204 (relating 
to discharge of executor from personal liabil
ity) shall not operate as a release of any part 
of the gross estate from the lien for any 
deficiency tha t may thereafter be determined 
to be due, unless such part of the gross estate 
(or any interest therein) has been transferred 
to a bona fide purchaser, mortgagee, or 
pledgee for an adequate and full considera
tion in money, or money's worth, in which 
case such part (or such Interest) shall not 
be subject to a lien or to any claim or de
mand for any such deficiency, but the lien 
shall attach to the consideration received 
from such purchaser, mortgagee, or pledgee 
by the heirs, legatees, devisees, or dis
tributees.

* *  »  • *

(c) Exception in case of securities. The 
lien imposed by subsection (a) or (b) shall 
not be valid with respect to a security, as 
defined in section 6323 (c) (2), as against 
any mortgagee, pledgee, or purchaser of any 
such security, for an adequate and full con
sideration in money or money’s worth, if at 
the time of such mortgage, pledge, or pur
chase such mortgagee, pledgee, or purchaser 
is without notice or knowledge of the exist
ence of such lien.

§ 20.6324-1 Special lien for estate tax. 
For regulations concerning the special 
lien for the estate tax, see § 301.6324-1 
of the Regulations on Procedure and Ad
ministration (Part 301 of this chapter).
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§ 20.6325 Statutory provisions; re
lease of lien or partial discharge of 
property.

Sec. 6325. Release of lien or partial dis
charge of property—(a) Release of lien. 
Subject to such, rules or regulations as the 
Secretary or his delegate may prescribe, the 
Secretary or his delegate may issue a certifi
cate of release of any lien imposed with 
respect to any internal revenue tax if—

(1) Liability satisfied or unenforceable. 
The Secretary or his delegate finds that the 
liability for the amount assessed, together 
with all interest in respect thereof, has been 
fully satisfied, has become legally unenforce
able, or, in the case of the estate tax imposed 
by chapter 11 or the gift tax imposed by 
chapter 12, has been fully satisfied or pro
vided for; or

(2) Bond accepted. There is furnished to 
the Secretary or his delegate and accepted 
by him a bond tha t is conditioned upon the 
payment of the amount assessed, together 
with all interest in respect thereof, within 
the time prescribed by law (including any 
extension of such time), and that is in ac
cordance with such requirements relating to 
terms, conditions, and form of the bond and 
sureties thereon, as may be specified by such 
rules or regulations.

(b) Partial discharge of property—(1) 
Property double the amount of the liability. 
Subject to such rules or regulations as the 
Secretary or his delegate may prescribe, the 
Secretary or his delegate may issue a certifi
cate of discharge of any part of the property 
subject to any hen imposed under this 
chapter if the Secretary or his delegate finds 
that the fair market value of that part of 
such property remaining subject to the lien 
is at least double the amount of the unsatis
fied liability secured by such lien and the 
amount of all other liens upon such property 
which have priority to such lien.

(2) Part payment or interest of United 
States valueless. Subject to such rules or 
regulations as the Secretary or his delegate 
may prescribe, the Secretary or his delegate 
may issue a certificate of discharge of any 
part, of the property subject to the lien if—

(A) There is paid over to the Secretary or 
his delegate in part satisfaction of the lia
bility secured by the lien an amount deter
mined by the Secretary or his delegate, which 
shall not be less than the value, as deter
mined by the Secretary or his delegate, of the 
interest of the United States In the part to 
be so discharged, or

(B) The Secretary or his delegate deter
mines at any time that the interest of the 
United States in the part to be so discharged 
has no value.
In determining the value of the interest of 
the United States in the part to be so dis
charged, the Secretary or his delegate shall 
give consideration to the fair market value 
of such part and to such liens thereon as 
have priority to the lien of the United States.

(c) Effect of certificate of release or partial 
discharge. A certificate of release or of par
tial discharge issued under this section shall 
be held conclusive that the lien upon the 
property covered by the certificate is 
extinguished. ,

(d) Cross references. (1) For single bond 
complying with the requirements of both 
subsection (a) (2) and section 6165, see 
section 7102.

(2) For other provisions relating to bonds, 
see generally chapter 73.

(3) For provisions relating to suits to en
force lien, see section 7403.

(4) For provisions relating to suits to clear 
title to realty, see section 7424.

§ 20.6325-1 Release of lien or partial 
discharge of property; transfer certifi
cates in nonresident estates. A transfer 
certificate is a certificate permitting the 
transfer of property of a nonresident de-

PROPOSED RULE MAKING

cedent (regardless of citizenship) with
out liability. No domestic corporation or 
its transfer agent should transfer stock 
registered in the name of a nonresident 
decedent, regardless of citizenship, ex
cept such shares which have been sub
mitted for transfer by a duly qualified 
executor or administrator who has been 
appointed and is acting in the United 
States, without first requiring a transfer 
certificate covering all of the decedent’s 
stock of the corporation and showing 
that the transfer may be made without 
liability. Corporations, transfer agents 
of domestic corporations, transfer 
agents of foreign corporations (except as 
to shares held in the name of a nonresi
dent decedent not a citizen of the United 
States), banks, trust companies, or other 
custodians in actual or constructive pos
session of property of such a decedent 
can insure avoidance of liability for 
taxes and penalties only by demanding 
and receiving transfer certificates before 
transfer of property of nonresident dece*- 
dents. However, a transfer certificate 
need not be required for bonds owned 
by a decedent who was a nonresident not 
a citizen if it is known that the bonds 
were not physically situated in the United 
States at the time of death. A transfer 
certificate will be issued by the district 
director when he is satisfied that the 
tax imposed upon the estate, if any, has 
been fully discharged. The tax will be 
considered fully discharged for purposes 
of the issuance of a transfer certificate 
only when investigation has been com
pleted and payment of the tax, including 
any deficiency finally determined, has 
been made. If the tax liability has not 
been fully discharged, transfer certifi
cates may be issued permitting the trans
fer of particular items of property 
without liability upon the filing with the 
district director of such security as he 
may require. No transfer certificate is 
required in an estate of a resident dece
dent. Further, in the case of an estate 
of a nonresident decedent (regardless of 
citizenship) a transfer certificate is not 
required with respect to property which 
is being administered by an executor or 
administrator appointed, qualified, and 
acting within the United States. For 
further provisions relating to section 
6325, see § 301.6325-1 of the Regulations 
on Procedure and Administration (Pajrt 
301 of this chapter) .

§ 20.6601 Statutory provisions; inter
est on underpayment, nonpayment, or 
extensions of time for payment, of tax.

Sec. 6601. Interest on underpayment, non
payment, or extensions of time for payment, 
of tax— (a) General rule. If any amount of 
tax imposed by th is title  (whether required 
to  be shown on a return, or to  be paid by 
stamp or by some other method) is not paid 
on or before the last date prescribed for pay
ment, interest on such amount at the rate of 
6 percent per annum shall be paid for the pe
riod from such last date to the date paid.

(b) Extensions of time for payment of 
estate tax. If the time for payment of an  
amount of tax imposed by chapter 11 is ex
tended as provided in section 6161 (a) (2) or 
if  postponement of the payment of an 
amount of such tax is permitted by section  
6163 (a ) , interest shall be paid at the rate 
of 4 percent, in lieu of 6 percent as provided 
In subsection (a ).

* * * * *

5 20.6601-1 Interest o n underpay
ment, nonpayment or extensions of time 
for payment, of tax. For regulations 
concerning interest, see the Regulations 
on Procedure and Administation (Part 
301 of this chapter).

§ 20.7101 Statutory provisions; form 
of bonds.

Sec. 7101. Form of.bonds. W henever, p u r
su a n t  to  th e  p ro v isio n s of th is  t it le  (other  
th a n  sectio n s 7485 a n d  6803 (a )  ( 1 ) ) ,  o r ru les  
o r re g u la tio n s  p rescrib ed  u n d e r a u th o r ity  of 
t h is  t it le , a  person  is  req u ired  to  fu rn is h  a 
bo nd or se cu rity —

(1) General rule. S u c h  bo nd  or se cu rity  
s h a ll be  in  su c h  fo rm  an d  w ith  s u c h  su re ty  
o r su re t ie s  as m a y  be p rescrib ed  b y  re g u la 
t io n s  issu ed  b y  t h e  S e cre ta ry  or h is  delegate.

(2) United States bonds and notes in lieu 
of surety bonds. The person required to fur
nish such bond or security may, in iieu 
thereof, deposit bonds or notes of the United 
States as provided in 6 U. S . C. 15.

§20.7101-1 Form of bonds. S ee  
§ 20.6165-1 (b) for the form of the bond 
required in any case in which the pay
ment of the tax attributable to a re
versionary or remainder interest has 
been postponed under the provisions of 
§ 20.6163-1. For further provisions re
lating to bonds, see § 20.6165-1 of these 
regulations and the regulations under 
sections 6165 and 7101 contained in the 
Regulations on Procedure and Adminis
tration (Part 301 of this chapter).

§ 20.7701 Statutory provisions; defi
nitions.

S ec. 7701. Definitions, (a) When used in 
this title, where not otherwise distinctly 
expressed or manifestly incompatible with 
the intent thereof—

(1) Person. The term “person” shall be 
construed to mean and include an individ
ual, a trust, estate, partnership, association, 
company or corporation.

(2) Partnership and partner. T h e  term  
“ p a rtn e rsh ip "  in c lu d e s  a  syn d ica te , group, 
pool, jo in t  ven tu re , o r o th er u n in co rpo rated  
o rg a n iza tio n , th ro u g h  or b y  m ean s of w h ich  
a n y  bu sin ess , f in a n c ia l o p eratio n , or venture  
is  ca rr ie d  on , an d  w h ic h  is  no t, w ith in  the  
m e an in g  of th is  t it le , a  t ru s t  o r estate  or a 
co rp o ra tio n ; a n d  th e  te rm  “ p a rtn e r” in 
c lu d e s  a  m em ber in  s u c h  a  syn d ica te , group, 
pool, jo in t  ven tu re , o r o rg an iza tio n .

(3 ) Corporation. T h e  te rm  “ corporation"  
in c lu d e s  asso cia tio n s, jo in t-s to c k  com panies, 
an d  in su ra n c e  co m panies.

(4 ) Domestic. T h e  te rm  “ d o m estic” w hen  
ap p lied  to  a  co rp o ra tio n  o r p a rtn ersh ip  
m ean s created  or o rgan ized  in  th e  U nited  
S ta te s  or u n d e r th e  la w  of th e  U n ite d  States  
o r of a n y  S ta te  or T e rr ito ry .

(5 ) Foreign. T h e  te rm  "fo re ig n ”  wh'en 
a p p lie d  to  a  co rp o ratio n  or partn ersh ip  
m e an s a  co rp o ra tio n  or p a rtn e rsh ip  w hich  
is  n o t d o m estic .

(6 ) Fiduciary. T h e  te rm ' “ fid u ciary"  
m ean s a  g u ard ian , tru stee , executor, ad
m in is tra to r , re ce iver, co n servato r, or any  
person  a ct in g  in  a n y  fid u c ia ry  cap ac ity  for 
a n y  person.

(7 ) Stock. T h e  te rm  “ sto ck ” in clu d es  
sh a re s  in  a n  a sso c ia tio n , jo in t-s to c k  com 
p a n y , o r in su ra n c e  co m pany ,

(8 ) Shareholder. T h e  te rm  “sh areh o ld er” 
in c lu d e s  a  m em ber in  an  a sso cia tio n , jo in t-  
sto ck  co m pany , o r in su ra n c e  co m p an y .

(9 ) United States. T h e  te rm  "U n ited  
S ta te s"  w h en  used  in  .a geo g rap h ica l sense 
in c lu d e s  o n ly  th e  S ta tes, th e  T e rr ito r ie s  of 
A laska., a n d  H a w a ii, a n d  th e  D is t r ic t  of 
C o lu m b ia .

(10) State. T h e  te rm  " S ta te ”  sh a ll be 
co n stru e d  to  in c lu d e  th e  T e rr ito r ie s  a n d  the
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District" of Columbia, where such Construc
tion Is necessary to carry out provisions of 
this title.

(11) Secretary. The term "Secretary” 
means the Secretary of the Treasury.

(12) Delegate. The term “Secretary or 
his delegate” means the Secretary of the 
Treasury, or any officer, employee, or agency 
of the Treasury Department duly authorized 
by the Secretary (directly, or indirectly by 
one or more redelegations of authority) to 
perform the function mentioned or described 
in the context, and the term “or his delegate” 
when used ih Connection with any other offi
cial of the United States shall be similarly 
construed.

(13) Commissioner. The term "Com
missioner” means the Commissioner of 
Internal Revenue.

(14) T a x p a y e r . The term “taxpayer” 
means, any person subject to any internal 
revenue tax.

(15) Military or naval forces and Armed 
Forces of the United States. The term 
“military or naval forces of the United 
States" and the term “Armed Forces of the 
United States” each includes all regular and 
reserve components of the uniformed services 
which are subject to the jurisdiction of the 
Secretary of Defense, the Secretary of the 
Army, the Secretary of the Navy, or the 
Secretary of the Air Force, and each term 
also includes the Coast Guard. The mem
bers of such forces include commissioned 
officers and personnel below the grade of 
commissioned officers in such forces.

. *  *  *  *  *

(26) Trade or business. The term “trade 
or business” includes the performance of 
the functions of a public office.

(27) Tax Court. The term “Tax Court” 
means the Tax Court of the United States. 
r. (28) Other terms. Any term used in this 
subtitle with respect to the application of, 
or in connection with, the provisions of 
any other subtitle of this title shall have the 
same meaning as in such provisions.

(29) Internal Revenue Code. The term 
“Internal Revenue Code of 1954” means this 
title, and the term “Internal Revenue Code 
of 1939” means the Internal Revenue Code 
enacted February 10, 1939, as amended.

(b) Includes and including. The terms 
“includes” and "including” when used in a 
definition contained in this title shall not be 
deemed to exclude other things otherwise 
within the meaning of the term defined.

(c) Commonwealth of Puerto Rico. Where 
not otherwise distinctly expressed or mani
festly incompatible with the intent thereof, 
references in this title to possessions of the 
United States shall be treated as also refer
ring to the Commonwealth of Puerto Rico.

(d) Cross references—(1) Other definitions. 
For other definitions, see the following sec
tions of Title 1 of the United States Code:

(1) Singular as including plural, section 1.
(2) Plural as including singular, section 1.
(3) Masculine as including feminine, sec

tion 1.
(4) Officer, section 1.
(5) Oath as including affirmation, sec

tion 1.
(6) County as including parish, section 2.
(7) Vessel as including all means of water 

transportation, section 3.
(8) Vehicle as including all means of land 

transportation, section 4.
(9) Company or association as including 

successors and assigns, section 5.
(2) Effects of cross references. For effect 

of cross references in this title, see section 
7806 (a).

§ 20.7701—1 Definitions. For regula
tions concerning definitions, see the Reg
ulations on Procedure and Administra
tion (Part 301 of this chapter)*

FEDERAL REGISTER

§ 20.7805 Statutory provisions; rules 
and regulations.

S ec. 7805. Rules and regulations—(a) 
Authorisation. Except where such author
ity is expressly given by this title to any 
person other than an officer or employee of 
the Treasury Department, the Secretary or 
his delegate shall prescribe all needful rules 
and regulations for the enforcement of this 
title, including all rules and regulations as 
may be necessary by reason of any alteration 
of law in relation to internal revenue.

(b) Retroactivity of regulations or rulings. 
The Secretary or his delegate may prescribe 
the extent, if any, to which any ruling or 
regulation, relating to the internal revenue 
laws, shall be applied without retroactive 
effect.

(c) Preparation and distribution of regu- 
lotions, forms, stamps, and other matters. 
The Secretary or his delegate shall prepare 
and distribute all the instructions, regula
tions, directions^ forms, blanks, stamps, and 
other matters pertaining to the assessment 
and collection of internal revenue.

§ 20.7805-1 Rules and regulations. 
For regulations concerning rules and 
regulations, see the Regulations on Pro
cedure and Administration (Part 301 of 
this chapter).

§ 20.7806 Statutory provisions; con
struction of title.

Sec. 7806. Construction of title—(a) Cross 
references. The cross references in this title 
to other portions of the title, or other provi
sions of law, where the word “see” is used, 
are made only for convenience, and shall be 
given no legal effect.

(b) Arrangement and classification. No 
inference, implication, or presumption of 
legislative construction shall be drawn or 
made by reason of the location or grouping 
of any particular section or provision or por
tion of this title, nor shall any table of con
tents, table of cross references, or similar 
outline, analysis, or descriptive matter' re
lating to the contents of this title be given 
any legal effect. The preceding sentence also 
applies to the sidenotes and ancillary tables 
contained in the various prints of this Act 
before its enactment into law.

§ 20.7851 Statutory provisions; appli
cability of revenue laws.

Sec. 7851. Applicability of revenue laws— 
(a) General rules. Except as otherwise pro
vided in any'section of this title—

# * * . * *
(2) Subtitle B. (A) Chapter 11 of this 

title shall apply with respect to estates of 
decedents dying after the date of enactment 
of this title, and with respect to such estates 
chapter 3 of the Internal Revenue Code of 
1939 is hereby repealed.

* * * . * *
(6) Subtitle F— (A) General rule. The 

provisions of subtitle F shall take effect on 
the day after the date of enactment of this 
title and shall be applicable with respect to 
any tax imposed by this title. * * *

*  *  *  *  *

P ar. 2. Section 301.6503 (e), adopted by 
Treasury Decision 6172, approved April 
30,1956, is amended as follows:

(A) The number of the section is
changed from ‘‘§ 301.6503 (e)” to
“§ 301.6503 (f)”.

(B) In  section 6503, subsection “(e)” 
is redesignated “(f)

(C) There is added at the end of the 
section a historical note reading: “ [Sec. 
6503 (f ) as amended by sec. 2, Pub. Law 
1011 (84th Cong.)]”
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Par. 3. There is inserted after 
§ 301.6503 ( d ) - l  the following new sec
tions:

§ 301.6503 (e) Statutory provisions; 
suspension of running of period of limi
tation; certain powers of appointment.

Sec. 6503. Suspension of running of period 
of limitation. * * *

(e) Certain powers of appointment. The 
running of the period of limitations for as
sessment or collection of any tax imposed 
by chapter 11 shall be suspended in respect 
of the estate of a decedent claiming a deduc
tion under section 2055 (b) (2) until 30 days 
after the expiration of the period for assess
ment or collection of the tax imposed by 
chapter 11 on the estate of the surviving 
spouse.
[Sec. 6503 (e) as added by sec. 2, Pub. Law 
1011 (84th Cong.) ]

§ 301.6503 (e) —1 Suspension of run
ning of period of limitation; certain 
powers of appointment. Where the 
estate of a decedent is allowed an estate 
tax charitable deduction under the pro
visions of section 2055 (b) (2) (with re
spect to property over which the dece
dent’s surviving spouse was given a power 
of appointment exercisable in favor of 
charitable organizations) subject to the 
later disallowance of the deduction if all 
conditions set forth in section 2055 (b) 
(2) are not complied with, the running 
of the period of limitation for assessment 
or collection of any estate tax imposed on 
the decedent’s estate is suspended until 
30 days after the expiration of the period 
for assessment or collection of the estate 
tax imposed on the estate of the dece
dent’s surviving spouse.
[F. R. Doc. 56-8208; Filed, Oct. 15, 1956;

8:45 p,. m.]

DEPARTMENT OF AGRICULTURE
Commodity Stabilization Service 

[ 7 CFR Part 711 1
Marketing Quota R eview R egulations

NOTICE OF PROPOSED REVISION

Pursuant to the authority contained in 
applicable provisions of the Agricultural 
Adjustment Act of 1938, as amended, (7 
U. S. C. 1281 et seq.) (hereinafter referred 
to as the “act”) the Secretary has under 
consideration the revision of the Mar
keting Quota Review Regulations (7 
CFR, 1955 Supp., 711.1 to 711.36). It is 
proposed that the regulations be revised 
as set forth herein and such revised 
regulations shall apply to (1) the review 
of farm marketing quotas for cotton 
(both upland and extra long staple), pea
nuts, rice, tobacco, and wheat, on and 
after January 1, 1957, and (2) to the 
review of all quotas for the year 1957 for 
crops other than wheat even though the 
applications may be filed and the hear
ings held prior to January 1, 1957.

DEFINITIONS

§ 711.2 Definitions. The following 
terms, unless the context or subject mat
ter otherwise requires, shall have the 
following meanings:

- (a) “Act” means the Agricultural Ad
justment Act of 1938 and any amend-
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merits thereto heretofore or hereafter 
made.

(b) “Secretary” means the Secretary 
of Agriculture of the United States, or 
the officer of the Department of Agricul
ture acting in his stead pursuant to 
delegated authority.

(c) “Deputy Administrator” means 
the Deputy Administrator for Production 
Adjustment, or Acting Deputy Adminis
trator for Production Adjustment, Com
modity Stabilization Service, United 
States Department of Agriculture.

(d) “Director” means the Director, or 
Acting Director, of the applicable Divi
sion, Commodity Stabilization Service, 
United States Department of Agricul
ture. The applicable Division shall be the 
Cotton Division in the case of cotton; the 
Oils and Peanut Division in the case of 
peanuts; the Tobacco Division in the case 
of tobacco; and the Grain Division in the 
case of rice and wheat. •

(e) “Review committee” means the 
group of persons appointed by the Secre
tary as a review committee pursuant to 
section 363 of the act.

(f) “State committee” means the group 
of persons designated for a State by the 
Secretary as the Agricultural Stabiliza
tion and Conservation State Committee.

(g) “County committee” means the 
group of persons elected within a county 
as the county committee pursuant to the 
Secretary’s regulations governing the se
lection and functions of the Agricultural 
Stabilization and Conservation county 
and community committees (19 P. R. 
3637), as amended.

(h) “Quota” means or includes the 
farm allotment, normal yield, actual pro
duction, farm marketing quota, farm 
marketing excess, or the county com
mittee determination of what land con
stitutes a farm as established pursuant 
to the act and applicable regulations.

(i) “Application” means an applica
tion for review of a quota under section 
363 of the act.

(j) “Clerk to the review committee” 
means the county office manager or other 
person designated by the county com
mittee to serve as clerk to the review 
committee in the county.

(k) “Hearing Clerk” means the Hear
ing Clerk, United States Department of 
Agriculture.

(l) “County office manager” means 
the person employed by the county com
mittee to execute the policies of the 
county committee and to be responsible 
for the day-to-day operations of the 
county committee (hereinafter referred 
to as the “county office”), or the person 
acting in such capacity.

(m) “State Administrative Officer” 
means the person employed to execute 
the policies of the State committee and 
to be responsible for the day-to-day 
operations of the office of the State com
mittee (hereinafter referred to as the 
“State office”), or the person acting in 
such capacity.

THE REVIEW COMMITTEE

§ 711.3 Eligibility as review commit
teeman. Any farmer who,

(a) Has knowledge of the acreage al
lotment and marketing quota programs; 
and
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(b) Has experience, to the extent 
possible, in growing the commodities for 
which quotas are in effect in the area of 
venue of the review committee; and

(c) Is recognized as being fair-minded 
and well qualified in all respects; and

(d) Meets the eligibility requirements 
for county and community committee
men prescribed in Part 7 of this title in a 
county within the area of venue or in a 
county nearby the area of venue; and

(e) is not a member of a county 
committee,
shall be eligible to serve as a regular 
member or alternate member of a review 
committee. No person whose legal res
idence is in one State shall be eligible 
to serve on a review committee in an
other State.

§ 711.4 Appointment. Three eligible 
farmers shall be appointed as regular 
members and three eligible farmers shall 
be appointed as alternate members to 
serve on each review committee. The 
Secretary shall make the appointments 
and designate one of the regular mem
bers as chairman and another regular 
member as vice-chairman. Notice of ap
pointment shall be sent to the State com
mittee, which shall in turn notify the 
farmers and the clerk to the review com
mittee. Appointments may be made 
before, during, or after the period during 
which applications are required to be 
filed. Notwithstanding the foregoing, 
the Secretary shall have the continuing 
power to revoke or suspend any appoint
ment made pursuant to the regulations 
in this part, and subject to the provisions 
of the act to make such other appoint
ment as he may deem proper.

§ 711.5 Oath of Office. Each farmer 
appointed as a regular or alternate mem
ber shall, as soon as possible after ap
pointment, execute an oath of office in 
the form and manner prescribed by the 
Deputy Administrator. No person shall 
act as review committeeman unless such 
oath of office has been duly executed and 
filed with the State office or the Clerk 
to the review committee.

§ 711.6 Composition. Three regular 
members shall act as a review committee 
for the prescribed area of venue estab
lished pursuant to the regulations in 
this part. In the absence of the chair
man, the vice-chairman shall perform 
the duties and exercise the powers of the 
chairman and in the absence of both the 
chairman and vice-chairman, the other 
regular member shall, as acting chair
man, perform the duties and exercise the 
powers of the chairman. The State Ad
ministrative Officer shall schedule hear
ings and designate alternate members 
to serve in the event of the absence of 
regular members, in case of vacancies, or 
in . case alternate members are deemed 
to be better qualified to serve in a par
ticular case, but not more than two al
ternate members may serve concurrently. 
The State Administrative Officer shall 
arrange for notifying review committee
men of the schedule of hearings. No 
regular member or alternate member 
shall serve in any case where he or any 
person with whom he is closely associated 
as a relative or business associate will

have his quota reviewed, nor shall such 
regular or alternate member serve where 
he had ac1;ed as county or community 
committee member on a quota to be re
viewed by the review committee.

5 711.7 Vacancies—(a) Filling of va
cancies. If a vacancy occurs oh a review 
committee, the State committee shall 
recommend an eligible person to fill the 
vacancy unless it appears that the work 
of the review committee for the calendar 
year is already completed or that the 
remaining members and alternates can 
handle any unfinished business of the 
review committee in its area of venue.

(b) Only two review committeemen 
present for hearing. Where only two re
view committeemen are present for a 
hearing, although a full committee was 
scheduled for the hearing, at the request 
or with the consent of the applicant a 
hearing conducted by two members of 
the review committee, one of whom shall 
be a regular member, shall be deemed 
to be a regular hearing of the review 
committee as to such case, and the de
termination made by such members shall 
constitute the determination of the re
view committee.

(c) Vacancy after hearing is begun. 
Where a single vacancy occurs after a 
hearing is begun and before the final de
termination, the remaining two members 
of the review committee shall henceforth 
constitute an entire review committee for 
the purposes of such hearing. If more 
than one such vacancy occurs, or if the 
two remaining members cannot agree 
upon a determination, there shall be a 
new hearing. Such new hearing may 
be by the remaining regular members 
and designated alternate members or by 
three regular members including newly 
appointed regular members, as scheduled 
by the State Administrative Officer.

§ 711.8 Term. Appointment as a 
regular or alternate members shall be 
for a term of one calendar year and such 
members may be reappointed for suc
ceeding terms. Notwithstanding the 
foregoing, a review committee may re
main in office for a longer period of time 
where necessary to conclude proceedings 
begun during such year. Cases on appeal 
to a court which are remanded for fur
ther proceedings before the review com
mittee shall be heard by the same review 
committeemen who made the determina
tion which was appealed to the court: 
Provided, That, if the review committee
men who heard the case originally are 
not in office, such remanded cases shall 
be heard by the review committee then 
in office for that area of venue.

§ 711.9 Effect of changes in composi
tion of review committee. Nothing con
tained in the foregoing provisions relat
ing to any vacancy or revocation or 
suspension of appointment, and noth
ing done pursuant to such provisions, 
shall be construed as affecting the 
validity of any prior hearing conducted 
or determination made in accordance 
with the regulations in this part, in 
which the member of the review com
mittee, whose office has become vacant, 
participated, or as affecting in any way 
any court proceeding which may be in
stituted, pursuant to the provisions of
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the act, for the review of such deter
mination.

§ 711.10 Compensation. The mem
bers designated to serve as review com
mitteemen in particular cases shall re
ceive compensation at the same rate as 
that received by the members of the 
county committee which established the 
quotas sought to be reviewed. The 
members of a review committee shall 
not be entitled to receive compensation 
for services as such members for more 
than thirty days in any one year. Pay
ment of compensation, reimbursement 
for travel expenses and rates therefor, 
shall be made under such conditions as 
may be prescribed by the Deputy Admin
istrator.

§ 711.11 Area of venue. An area of 
venue for a review committee shall be 
established by the State committee tak
ing into consideration the requirement 
of section 363 of the act that review 
committee members must be from the 
county in which the quota was establish
ed or from nearby counties, the prompt 
handling of applications for review, 
transportation problems and the limit 
of 30-day service by review committee
men during their term of office.

§711.12 Jurisdiction. A review com
mittee shall have jurisdiction to hear all 
timely filed applications respecting 
quotas established or denied by official 
written notice for farms within its area 
of venue. In all cases, the review com
mittee shall consider only such matters 
as, under applicable provisions of the 
act and regulations of the Secretary, are 
required or permitted to be considered 
by the county committee in the estab
lishment of the quota sought to be 
reviewed.

APPLICATION FOR REVIEW OF QUOTAS

§ 711.13 Manner and time of filing. 
Any farmer who is dissatisfied with his 
quota may, within fifteen days after the 
date of mailing to him of notice of such 
quota, file a written application for re
view thereof by the review committee. 
Unless application for review is made 
within such period, the original deter
mination of the quota shall be final. An 
application shall be in writing and ad
dressed to, and filed with, the county 
office manager for the county from 
which the notice of quota was received. 
Any application (Form MQ-53 available 
on request) whether made on Form 
MQ-53 or not, shall contain t h e  
following:

(a) Date of application and commod
ity (including type where applicable, e. g. 
upland cotton, flue-cured tobacco).

(b) Correct full name and address of 
applicant.

(c) Brief statement of each ground 
upon which the application is based.

(d) a statement of the amount of 
quota which it is claimed should have 
been established.

(e) Signature of applicant.
§ 711.14 . Examination by county com- 

ffiittee. As soon as practicable, the 
county committee and county office 
manager shall examine the applications 
and the following action shall be taken:

(a) If the application is not filed 
within the prescribed 15-day period, the 
county office manager shall send a notice 
of untimely filing on Form MQ-54 by 
certified mail to the applicant a t the 
address shown on the application;

(b) If the increase, adjustment or 
other determination requested in the 
application is found to be proper, the 
county committee shall take immediate 
action to correct the determination being 
appealed, within the limits of the act and 
regulations, and mail a notice of revised 
quota to the applicant;

(c) If the application does not contain 
substantially the information required 
under § 711.13, the county office man
ager shall send a notice of insufficiency 
on Form MQ-55 by certified mail to the 
applicant at the address shown on the 
application. The applicant may file an 
amended application within 15 days 
from the date of mailing the notice of 
insufficiency;

(d) All applications remaining which 
are not disposed of under paragraphs (a) 
to (c) of this section shall be listed and 
a report thereof sent to the State com
mittee with a request that hearings be 
scheduled. The county committee, in 
each case scheduled for a hearing, shall 
prepare a written answer to the applica
tion setting forth all of the pertinent 
facts relating to the case, pointing out the 
provisions of applicable regulations un
der which the quota being reviewed was 
established, explaining the data used, 
how the quota was established, pointing 
out why the quota should not be revised, 
if such be the case, and any other mat
ters deemed pertinent. The answer shall 
set forth the foregoing so as to include 
all the issues of fact which are known to 
be in dispute.

§ 711.15 Withdrawal of applications. 
An application may be withdrawn upon 
the written request of the applicant. Any 
application so withdrawn shall be en
dorsed “Dismissed at the Request of the 
Applicant.” This endorsement shall be 
made by the clerk to the review com
mittee or by the chairman of the review 
committee.

HEARING AND DETERMINATION

§ 711.16 Place of hearing. The place 
of hearing shall be in the office of the 
county committee through which the 
quota sought to be reviewed was estab
lished, or such other appropriate place in 
the county as may be designated by the 
State Administrative Officer, or by the 
review committee in cases arising under 
§711.19: Provided, however, That the 
place of hearing may be in some other 
county if agreed to in writing by the 
applicant.

§ 711.17 Schedule of and notice of 
hearing. The State Administrative Of
ficer shall schedule applications for 
hearings and forward such schedule to 
the clerk to the review committee who 
shall give written notice on Form MQ-50 
to the applicant by depositing such no
tice in the United States mail, certified 
and addressed to the last known address 
of the applicant at least ten days prior 
to the time appointed for the hearing 
and copies of such notice shall also be

sent to the county committee and the 
State office. If the applicant requests 
waiver of such ten day period, the hear
ing may be scheduled earlier upon con
sent of the other interested parties. The 
notice of the hearing shall specify the 
time, place and nature of the hearing 
and contain a statement of the statutory 
authority for the hearing and that the 
application will be heard by the review 
committee duly appointed for the area 
of venue in which the applicant’s farm 
is located. Applications for review shall 
be scheduled for hearing as soon as pos
sible within a period not to exceed 60 
calendar days from the date of filing 
unless a later date is approved by the 
State committee upon a showing that 
due to volume of work it is not possible 
to hear the cases within such 60-day 
period.

§ 711.18 Review committee examina
tion of notices of insufficiency and un
timely filing. The review committee 
shall examine each application where 
a notice of insufficiency or untimely fil
ing was sent. If it concurs in the action 
taken by the county office manager, an 
order of dismissal on Form MQ-57 shall 
be issued, as provided in § 711.24. If it 
does not concur, the State committee 
shall be advised and shall schedule a 
hearing.

§711.19 Continuances. H e a r i n g s  
shall be held at the time and place set 
forth in the notice of hearing or in any 
subsequent notice amending or super
seding the prior notice, but may, without 
notice other than an announcement at 
the hearing by the chairman of the re
view committee, be continued from day 
to day or adjourned to a different place 
in the county or to a later date or to a 
date and place to be fixed in a subse
quent notice to be issued in the manner 
provided in the regulations in this part. 
In  the event a full committee of three 
is not present those members present, or 
in the absence of the entire committee, 
the clerk, shall postpone the hearing un
less the hearing is held pursuant to 
§ 711.7 <b).

§ 711.20 C o n d u c t  of hearing—(a) 
Open to public. Except as otherwise pro
vided in the regulations of this part, each 
hearing shall take place before the entire 
review committee and shall be presided 
over by the chairman of such committee. 
The hearing shall be open to the public 
and shall be conducted in a fair and im
partial manner and in such a way as to 
afford the applicant, members of the ap
propriate county and community com
mittees, and appropriate officers and 
agents of the Department of Agriculture, 
and all persons appearing on behalf of 
such parties, reasonable opportunity to 
give and produce evidence relevant to the 
quota being reviewed.

(b) Consolidation of h e a r i n g s .  
Wherever practicable, two or more appli
cations relating to the same commodity 
and the same farm shall be consolidated 
and heard at the same time on the same 
record.

(c) Representation. The applicant 
and the Secretary may be represented 
at the hearing. The county committee
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shall be present or represented at the 
hearing.

(d) Order of procedure. At the com
mencement of the hearing, the chairman 
of the review committee shall read or 
cause to be read the pertinent portions of 
the application for review. The written 
answer of the county committee shall be 
submitted in evidence and shall be made 
a part of the record of the hearing. If 
the applicant asserts and shows to the 
satisfaction of the review committee 
that he has not been informed of the 
county committee’s position in time to 
afford him adequate opportunity to pre
pare and present his case, the review 
committee shall continue the hearing, 
without notice other than announcement 
thereof at the hearing, for such period 
of time as will afford the applicant rea
sonable opportunity to meet the issues 
of fact and law involved. After answer 
by the county committee and following 
such continuance, if any, as may be 
granted by the review committee, evi
dence shall be received with respect to 
the matters relevant to the quota under 
review in such order as the chairman of 
the review committee shall prescribe.

(e) Submission of evidence. The bur
den of proof shall be upon the applicant 
as to all issues of fact raised by him. 
Each witness shall, before proceeding to 
testify, be sworn, after which he shall 
give such information respecting his 
appearance as the review committee may 
request. The review committee shall 
confine the evidence to pertinent matters 
and shall exclude irrelevant, immaterial, 
or unduly repetitious evidence. Inter
ested persons shall be permitted to pre
sent oral and documentary evidence, to 
submit rebuttal evidence, and to con
duct such cross-examination as may be 
required for a full and true disclosure 
of the facts. The hearing shall be con
cluded within such reasonable time as 
may be determined by the review 
committee.

(f) Transcript of testimony. The re
view committee shall provide for the 
taking of such notes (stenographic or 
mechanical recording) at the hearing 
as will enable it to make a summary of 
the testimony received at the hearing.- 
The testimony received at the hearing 
shall be reported verbatim and a tran
script thereof made if (1) the .applicant 
requests such transcript and provides 
for its preparation and for the payment 
of the expense thereof, or (2) the State 
committee representative requests that 
such transcript be made and provides 
therefor. Immediately upon the com
pletion of any such verbatim transcript, 
three legible copies thereof shall be 
furnished to the review committee and 
one copy shall be furnished to the State 
office without charge.

<g) Written arguments and proposed 
findings. The review committee shall 
permit the applicant, the members of 
the appropriate county and com m unity 
committees, and appropriate officers and 
agents of the Department of Agriculture 
to file written arguments and proposed 
findings of fact and conclusions, based 
on the evidence adduced at the hearing, 
for the consideration of the review com
mittee within such reasonable time after
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the conclusion of the hearing as may be 
prescribed by the review committee. 
Such written arguments and proposed 
findings shall be filed in triplicate with 
the elerk to the review committee.

§ 711.21 Nonappearance of applicant. 
If, at the time of the hearing, the appli
cant is absent and no appearance is 
made on his behalf, the review commit
tee shall, after a lapse of such period of 
time as it may consider proper and 
reasonable, have the name of the absent 
applicant called in the hearing room. 
If, upon such call, there is no response, 
and no appearance on behalf of such 
applicant, the review committee may 
thereupon close the hearing as to such 
applicant, and, without further proceed
ings in the case, make an order dismiss
ing the application, or continue the 
hearing to a later date.

§ 711.22 Amendments. Upon due ap
plication, and within the discretion of 
the review committee, the right of 
amendment of the application and of all 
procedural documents in connection with 
any hearing, shall be granted upon such 
reasonable terms as the review commit
tee may deem right and proper.

§711.23 Determination by review 
committee. As soon as practicable after 
hearing on any sufficient application, and 
after consideration of the entire record 
of the proceedings, the review committee 
shall make a determination upon the 
application. This determination shall 
be made within one week after the hear
ing is completed, unless factors beyond 
the control of the review committee, such 
as delay in receiving a verbatim tran
script of the testimony, the hearing of 
other cases in the area of venue, or other 
valid reason, prevent the preparation of 
the determination within such period of 
time. If it is determined by the review 
committee that the application should 
be denied, the review committee shall so 
indicate. If it is determined that the 
application should be granted in whole 
or in part, the review committee shall 
establish the quota which it finds to be 
proper. Each determination made by 
the review committee shall be in writing, 
shall contain specific findings of fact and 
conclusions, together with the reasons 
or basis therefor, and shall be based upon 
and made in accordance with reliable, 
probative, and substantial evidence ad
duced at the hearing. The determina
tion shall also show the review commit
tee’s rulings upon the proposed findings 
and conclusions filed by the applicant. 
The concurrence of two members of the 
review committee shall be sufficient to 
make a  determination. The written 
determination shall contain such sub
scription by each member of the review 
committee as will indicate his concur
rence therein or his dissent therefrom.. 
In case of an increase in the quota, the 
review committee shall specifically state 
in the determination in what respect, if 
any, the county committee has failed 
properly to apply the act and regulations 
of the Secretary thereunder. If such 
increase is based upon evidence not 
available to the county committee, the 
findings of the review committee shall 
so indicate.

§ 711.24 Service of determination. 
A copy of the determination, or of any 
order dismissing the application, certified 
by the clerk to the review committee as a 
true and correct copy of the signed orig
inal, shall be served upon the applicant 
by depositing the same in the United 
States mails, registered and addressed to 
the applicant at his last known address. 
The copy of the determination or order 
"Shall contain at the top thereof the fol
lowing statement: “To all persons who, 
as operator, landlord, tenant, or share
cropper, are or will be interested in the 
commodity produced on the farm for 
Which this farm marketing quota is 
established:” and such statement shall 
constitute notice to all such persons. The 
clerk to the review committee shall make 
a notation on the original determination 
or order of the date and place of such 
mailing. The clerk to the review com
mittee forthwith shall forward copies of 
such determination or order to the Direc
tor, to the State office, and to the county 
committee.

§ 711.25 Reopening of hearing. The 
review committee (a) on its own motion, 
or upon due application therefor, may, 
within fifteen days from the date of 
mailing to the applicant of a copy of the 
determination of the review committee, 
reopen the hearing for the purpose of 
taking additional evidence or of adding 
any relevant matter or document, and 
(b) upon application by the Secretary or 
on his behalf by the Deputy Administra
tor, made for any purpose within a period 
of forty-five days from the date of mail
ing to the applicant of a copy of the 
determination of the review committee, 
shall reopen the hearing.

§ 711.26 The record. The record of 
the proceedings shall be prepared by the 
clerk to the review committee and shall 
consist of the following:

(a) All procedural documents in the 
case under review, including the applica
tion and written notices of quota and 
hearing and any other written notice in 
connection with the application.

(b) Copies of such pertinent procla
mations, announcements, general regu
lations, regulations in this part, and 
apportionments, national, S t a t  e , or 
county, issued by the Secretary in re
spect to the quota in question, as may be 
presented at the hearing by or on behalf 
of the Secretary.

(c) The answer of the county commit
tee to the allegations contained in the 
application.

(d) The transcript of the testimony 
made in accordance with the regulations 
in this part, to which shall be annexed 
any documentary evidence received at 
the hearing. The review committee shall 
make such corrections in any verbatim 
transcript made as will make the text 
conform to the correct meaning. The 
corrections shall be made in such man
ner as will not obscure the original text 
of the transcript.

(e) Any written arguments or pro
posed findings of fact and conclusions 
which may have been filed in connection 
with the hearing.

(f) The written determination of the 
review committee.
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(g) A list of all papers included in the 
record, and a certificate by the clerk to 
the review committee, stating that such 
record is true, correct and complete.
Any interested person desiring a copy of 
the record or any part thereof shall be 
entitled to same upon application to the 
clerk to the review committee and upon 
payment of the actual cost of supplying 
such copy.

COURT PROCEEDINGS

§711.27 Duty of the review committee 
in the case of court proceedings—(a) 
Duty of review committee. The review 
committee is required, by section 365 of 
the act, upon the institution of any suit 
against the review committee for the 
purpose of reviewing its determination 
upon any application for review, to cer
tify and file in court a transcript of the 
record upon which the determination 
was made, together with the findings of 
fact made by the review committee. 
Any suit for review is required to be 
instituted by the applicant within fifteen 
days after a notice of the review com
mittee’s determination is mailed to him 
by registered mail. Such suit may be 
instituted in the United States District 
Court or in any court of record of the 
State having general jurisdiction, sitting 
in the county or the district in which the 
applicant’s farm is located. The bill of 
complaint in such proceeding may be 
served by delivering a copy thereof to 
any member of the review committee. 
Any member of the review committee 
served with papers in such suit shall 
immediately forward such papers to the 
clerk to the review committee. No mem
ber of the review committee shall appear 
or permit any appearance in his behalf 
or in behalf of the review committee, or 
take any action in respect to the defense 
of such suit, except in accordance with 
the instructions from or on behalf of the 
Secretary.

(b) Duty of clerk to review committee. 
Upon the institution of a suit the clerk 
to the review committee shall immedi
ately take the following action:

(1) Notify the State office by telephone 
or by telegraph of the name of the plain
tiff and commodity, the name of the 
court in which the suit is instituted, and 
the time within which appearance must 
be made in such suit in behalf of the 
review committee.

(2) Send to the State Administrative 
Officer all legal papers (summons and 
complaint or petition) served on any 
member of the review committee, to
gether with a statement as to the date 
the determination of the review commit
tee was mailed to the applicant, and 
summons was served on the review 
committee.

(3) Send to the State office the com
plete record provided for in § 711.26, by 
certified mail.

(4) Hie clerk to the review committee 
shall retain in his file a copy of all docu
ments sent to the State office pursuant to 
this section.

(c) Duty of State Administrative Offi- 
The State Administrative Officershall:

(1) Furnish the Attorney-in-Charge, 
'Jmce of the General Counsel, promptly 
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by prepaid telegram, name of the plaintiff 
and commodity, name of the court in 
which the suit is instituted and the time 
within which appearance must be made 
in such suit in behalf of the review 
committee.

(2) Transmit promptly by certified 
mail to the Attorney-in-Charge (1) the 
record provided in § 711.26, (ii) a copy of 
all legal papers (summons and petitions) 
and (iff) a statement as to the dates the 
determination of the review committee 
was mailed to the applicant and the sum
mons was s e r v e d  on the review 
committee.

(3) Transmit promptly to the Direc
tor, by air mail (unless regular mail is 
faster) a copy of all legal papers (sum
mons and petitions) and a statement as 
to (i) the name of the plaintiff and com
modity, (ii) the name of the court in 
which the suit is instituted, (iff) the date 
the determination of the review commit
tee was mailed to the applicant, (iv) the 
date the summons was served on the re
view committee, (v) the time within 
which appearance must be made in such 
suit in behalf of the review committee.

MISCELLANEOUS

§ 711.28 Forms and instructions. The 
Deputy Administrator shall issue such 
forms and instructions as are necessary 
for carrying out these regulations. The 
following forms, as revised from time to 
time, are prescribed for use in connec
tion with review of quotas:

(a) MQ-53—Application for Review.
(b) MQ-54—Notice of Untimely Fil

ing.
(c) MQ-55—Notice of Insufficiency.
(d) MQ-56—Notice of Hearing.
(e) MQ-57—Order of Dismissal.
(f) MQ-58—Determination of Review 

Committee.
(g) MQ-59—Oath of Review Com

mitteeman.
§ 711.29 Availability of records. The 

clerk to the review committee shall care
fully keep and preserve a record of all 
applications and of all proceedings re
lating to the review of such applications. 
All records and documents required to 
be sent to the Director by the regula
tions in this part shall be forwarded to 
the Hearing Clerk for filing. All such 
records shall be available for public in
spection at the respective offices of the 
clerk to the review committee and the 
Hearing Clerk.

§ 711.30 Special provisions applica
ble to Puerto Rico, (a) Notwithstanding 
the provisions of the regulations in this 
part, the Caribbean Area Agricultural 
Stabilization and Conservation Commit
tee (hereinafter referred to as the “ASC 
Committee”) shall perform, insofar as 
applicable, the duties and assume such 
responsibilities and be subject to the 
limitations as are otherwise required of 
State and county committees except as 
provided herein. The Director, Carib
bean Area Agricultural Stabilization and 
Conservation Office, shall recommend 
members and alternates for appoint
ment to serve on review committees and 
establish the area of venue for review 
committees. Any farmer who is eligible 
to vote in a referendum for which a 
quota has been proclaimed but who did

not in any respect participate in the de
termination of any quota for the review 
of which the review committee is estab
lished, shall be eligible to serve as a 
member of a review committee subject 
to the provisions of the regulations in 
this part except § 711.3(d) and (e). The 
clerk to the review committee shall be 
the ASC district superviser of the dis
trict in which the review committee will 
hold its hearings.

(b) In the event of court proceedings 
instituted in Puerto Rico, the following 
action shall be taken by the clerk to the 
review committee:

(1) Notify the Director, Caribbean 
Area ASC office, of the name of the 
plaintiff and commodity, the name of 
the court in which the suit is instituted, 
and the time within which appearance 
must be made in such suit on behalf of 
the review committee.

(2) Send to the Director, Caribbean 
Area ASC office, all legal papers (sum
mons and complaint or petition) served 
on any member of the review committee, 
together with a statement as to the date 
the determination of the review com
mittee was mailed to or otherwise served 
on the applicant, and summons . was 
served on the review committee.

(3) Send the complete record pro
vided for in § 711.26 by certified mail to 
the Director, Caribbean Area ASC office.

(4) Retain in his file a copy of all 
documents sent to the Director, Carib
bean Area ASC office pursuant to this 
section.
. (c) In the event of court proceedings 

instituted in Puerto Rico, the following 
action shall be taken by the Director, 
Caribbean Area ASC office:

(1) Furnish the Attorney-in-Charge, 
Office of the General Counsel, promptly, 
by telephone, the name of the plaintiff 
and commodity, name of the court in 
which the suit is instituted and the time 
within which appearance must be made 
in such suit in behalf of the review 
committee.

(2) Transmit promptly by certified 
mail, to the Attorney-in-Charge the in
formation and documents received from 
the clerk to the review committee pur
suant to paragraph (b) (2) and (3) of 
this section.

(3) Transmit promptly to the Director, 
by air mail a copy of all legal papers 
(summons and complaint or petition) 
and a statement as to the name of the 
plaintiff and commodity, name of the 
court in which the suit is instituted, the 
date the determination of the review 
committee was mailed to the“ applicant, 
the date the summons was served on the 
review committee and the time within 
which appearance must be made in such 
suit in behalf of the review committee.

(d) Where it is impractical or impos
sible to use the United States mail to 
serve the applicant with notice of hear
ing or determination or order, use shall 
be made of such other method of service 
as is available. However, when such 
other method is used, the ASC Commit
tee shall make provision for keeping an 
accurate record of the date and method 
of delivery to the applicant.

Consideration will be given to any data, 
views and recommendations pertaining
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thereto which are submitted in writing 
to the Deputy Administrator, Production 
Adjustment, Commodity Stabilization 
Service, United States Department of 
Agriculture, Washington 25, D. C., within 
fifteen days following the publication of 
this notice in the F ederal R egister. The 
date of the postmark will be considered 
as the date of any submission.

[seal] W alter C. Berger,
Acting Administrator.

October 10, 1956.
[P. R. Doc. 56-8280; Filed, Oct. 15, 1956; 

8:47 a. m.]

FEDERAL TRADE COMMISSION
[ 16 CFR Ch. I 3
[Pile No. 21-479]

Combination Storm W indow and Door 
I ndustry Trade P ractice R ules

NOTICE OF HEARING AND OF OPPORTUNITY 
TO PRESENT VIEW S, SUGGESTIONS, OR 
OBJECTIONS

Opportunity is hereby extended by the 
Federal Trade Commission to any and all

PROPOSED RULE MAKING

persons, partnerships, corporations, or
ganizations, or other parties, affected by 
or having an interest in the proposed 
trade practice rules for the Combination 
Storm Window and Door Industry, to 
present to the Commission their views 
concerning said rules, including such 
pertinent information, suggestions, or ob
jections as they may desire to submit, 
and to be heard in the premises. Oppor
tunity is also hereby extended to the 
above parties to present to the Commis
sion their views concerning the proposed 
inclusion of an industry committee pro
vision in trade practice rules which are 
sought for this industry. For this pur
pose they may obtain copies of the 
proposed rules, including the industry 
committee provision, upon request to the 
Commission. Such views, information, 
suggestions, or objections may be sub
mitted by letter, memorandum, brief, or 
other communication, to be filed with the 
Commission not later than November 2, 
1956. Opportunity to be heard orally will 
be afforded at the hearing beginning at 
10 a. m., e. s. t., November 2, 1956, in 
Room 332, Federal Trade Commission 
Building, Pennsylvania Avenue at Sixth 
Street NW., Washington, D. C., to any

NOTICES
DEPARTMENT OF THE TREASURY

Foreign Assets Control
Importation of Lotus Seeds and R ad

ishes Directly F rom H ong K ong

a v a il a b l e  c e r t if i c a t i o n s  b y  t h e  g o v e r n 
m e n t  OF HONG KONG

Notice is hereby given that certificates 
origin issued by the Department of 
Commerce and Industry of the Govern
ment of Hong Kong under procedures 
agreed upon between that government 
and the Foreign Assets Control are now 
available with respect to the importation 
into the United States directly, or on a 
through bill of lading, from Hong Kong 
of the following additional commodities:

Lotus seeds.
Radishes.
[seal] Elting Arnold,

Acting Director, 
Foreign Assets Control.

[P. R. Doc. 56-8247; Piled, Oct. 15, 1956; 
8:46 a. m.]

DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service 

Graham Livestock Auction et al.
POSTING OF STOCKYARDS

The Secretary of Agriculture has in
formation that the livestock markets 
named below are stockyards as defined in 
section 302 of the Packers and Stock- 
yards Act, 1921, as amended (7 U. S. C. 
202), and should be made subject to the 
provisions of that act.

Graham Livestock Auction, Graham, Texas.
Olney Livestock Auction, Olney, Texas.
Seymour Livestock Commission Co., Sey

mour, Texas.
Therefore notice is hereby given that 

the Secretary of Agriculture proposes to 
issue a rule designating the stockyards 
named above as posted stockyards sub
ject to the provisions of the Packers and 
Stockyards Act, 1921, as amended (7 
U. S. C. 181 et seq.), as is provided in 
section 302 of that act. Any interested 
person who desires to do so may submit, 
within 15 days of the publication of this 
notice, any data, views or arguments, in 
writing on the proposed rule to the Di
rector, Livestock Division, Agricultural 
Marketing Service, United States De
partment of Agriculture, Washington 25, 
D. C.

Done at Washington, D. C., this 10th 
day of October 1956.

[seal] H. E. R eed,
Director, Livestock Division, 

Agricultural Marketing Service.
[P. R. Doc. 56-8279; Piled, Oct. 15, 1956;

8:47 a. m.]

ATOMIC ENERGY COMMISSION
[Docket No. F-36]

Babcock & W ilcox Co.
NOTICE OF APPLICATION FOR UTILIZATION 

FACILITY EXPORT LICENSE

Please take notice that on October 5, 
1956, The Babcock & Wilcox Company, 
161 East 42d Street, New York, N. Y., 
filed an application under section 104d of 
the Atomic Energy Act of 1954 for a

such persons, partnerships, corporations, 
organizations, or other parties who desire 
to appear and be heard. After due con
sideration of all matters presented in 
writing or orally, the Commission will 
proceed to final action on the proposed 
rules.

The industry for which trade practice 
rules are sought to be established through 
this proceeding consists of persons, firms, 
corporations, and organizations engaged 
in the manufacture, sale, or distribution 
of combination storm windows and doors 
with glass and screen inserts.

Proceedings looking to the promulga
tion of trade practice rules for this in
dustry were instituted pursuant to an 
industry application. A general trade 
practice conference was held in New 
York City on April 24, 1956, at which 
rules were proposed for Commission con
sideration. The announced hearing con
stitutes a further step in the proceedings.

Issued: October 11, 1956.
By direction of the Commission.
[seal] R obert M. Parrish,

Secretary.
[P. R. Doc. 56-8283; Piled, Oct. 15, 1956;

8:48 a. m.]

license to export a light-water mod
erated, pool-type research reactor to 
Conselho Nacional de Pesquisas do Brasil, 
for Comissao de Energia Atomica, Uni
versity of Sao Paulo, Sao Paulo, Brasil. 
A copy of the application is available for 
public inspection in the C o m m i s s i o n 's  
Public Document Room located at 1717 
H Street, NW., Washington, D. C.

Dated at Washington, D. C., this 9th 
day of October 1956.

For the Atomic Energy Commission.
F rank K. P ittman, 

Deputy Director, 
Division of Civilian Application.

[P. R. Doc. 56-8246; Piled, Oct. 15, 1956; 
8:46 a. m.]

FEDERAL POWER COMMISSION
[Docket No. G-2503, etc.]

Texas Eastern Transmission Corp. and 
T exas Eastern P enn- J ersey T ransmis
sion Corp.

NOTICE OF HEARING

October 9,1956.
In the matters of Texas Eastern Trans

mission Corporation, Docket Nos. G-2503, 
G-9784, G-9785, G-9786 ; and Texas East
ern Penn-Jersey Transmission Corpora
tion, Docket No. G-9787.

Notice is hereby given that the Com
mission’s Opinion No. 296 and order 
issued October 9,19561 scheduled a hear
ing, and prescribed the procedure there -

1 Copies of opinion and order available from 
Federal Power Commission.
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for, to be held in a hearing room of the 
Federal Power Commission, 441 G Street 
NW., at 10:00 a. m., e. s. t., on October 29, 
1956 with respect to the matters covered 
by the order of April 5, 1956 (21 F. R. 
2394), therein described as Part B, which 
relates to the public policy matters aris
ing out of the proposed operation of the 
Little Inch as a common carrier of pe
troleum products.

[ s e a l ] J. H. G u t r i d e ,
Acting Secretary.

[P. R. Doc. 56-8271; Filed, Oct. 15, 1956; 
8:46 a. m.]

[Docket No. G-10499]
El Paso Natural Gas Co. 

notice setting date of hearing

October 9, 1956.
Take notice that, pursuant to the 

authority contained in and subject to the 
jurisdiction conferred upon the Federal 
Power Commission by sections 7 and 15 
of the Natural Gas Act, and the Com
mission’s rules of practice and procedure, 
a hearing will be held on November 7, 
1956, at 10:00 a. m., e. s. t., in a hearing 
room of the Federal Power Commission, 
441 G Street NW., Washington, D. C., 
concerning the matters involved in and 
the issues presented by the application 
in the above-entitled matter: Provided, 
however, That the Commission may, 
after a non-contested hearing, dispose 
of the proceedings pursuant to § 1.30 (c) 
(1) or (2) of the Commission’s rules of 
practice and procedure. Under the pro
cedure herein provided for, unless other
wise advised, it will be unnecessary for 
applicant to appear or be represented at 
the hearing. Due notice of the applica
tion filed herein has been published in 
the Federal R egister on June 19, 1956 
(21F. R. 5428). On July 13,1956, Pacific 
Gas and Electric Company filed a peti
tion to intervene and on July 25, 1956, 
Public Utilities Commission of the State 
of California filed a notice of interven
tion in the above matter. No other pro
tests or petitions to intervene have been 
received. The last date for filing protests 
or petitions was July 31,1956.

tSEAL] j .  h . Gutride,
Acting Secretary.

[P. R. Doc. 56-8272; Filed, Oct. 15, 1956;
8:47 a. m.]

SECURITIES AND EXCHANGE 
COMMISSION
[File No. 54-132, etc.]

Engineers P ublic Service Co. et al.
NOTICE OF FILING OF APPLICATION RELATING 

TO PAYMENT' OF ADDITIONAL FEES AND EX 
PENSES AND RETURN BY ESCROW AGENT OF 
CERTAIN ESCROWED FUNDS

October 10,1956.
In the matter of Engineers Public 

service Company, File No. 54-132; El 
Paso Electric Company, File No. 70- 
1149; Gulf States Utilities Company, File
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No. 70-1150; Virginia Electric and Power 
Company, File No. 70-1419.

Notice is hereby given that Engineers 
Public Service Company (“Engineers”), 
a registered holding company now in 
liquidation pursuant to a plan filed pur
suant to section 11 (e) of the Public Util
ity Holding Company Act of 1935 (“act”) , 
has filed an application requesting ap
proval of an amendment to said plan 
(Amendment No. 7), requesting approval 
of the payment of certain fees and ex
penses of Mudge, Stern, Baldwin & Todd, 
counsel for Engineers, and of Milbank, 
Tweed, Hope & Hadley, counsel for The 
Chase Manhattan Bank, Escrow Agent, 
and requesting an order directing said 
escrow agent to turn over to Engineers 
certain funds held by it in escrow.

All interested persons are referred to 
the application and the exhibits attached 
thereto, which are on file in the offices 
of the Commission, for a full statement 
of the amendments and transactions 
proposed, which are summarized below:

The proposed amendment provides 
that in connection with the final settle
ment of the affairs of Engineers and pay
ment or provision for its debts and lia
bilities, Engineers will request the Com
mission, upon its approval of said 
amendment to the plan, to include in its 
petition to the United States District 
Court for approval of such amendment 
and for an order enforcing the plan as 
amended, an application to the court for 
an order which shall—

(a) Set a date for the filing with the 
Clerk of the Court of verified proofs of 
claim against Engineers and a date for 
filing exceptions to such proofs of claim 
and provide for the giving of notice of 
said order by mailing a copy thereof to all 
known claimants, if any, and by publi
cation thereof in all editions of the Wall 
Street Journal and in newspapers of gen
eral circulation, printed in  the English 
language in the Cities of New York, 
Boston, Massachusetts, and Chicago, Illi
nois, and in such other manner, if any, as 
the Court may direct;

(b) Provide that all claims not there
tofore paid by Engineers or approved by 
the Commission and which are not so 
filed on or before the date fixed by the 
Court Jor the filing of claims be forever 
barred as against Engineers, its Directors, 
officers and stockholders;

(c) Enjoin and restrain all persons 
from taking any action other than before 
the Court or as authorized by the Court 
to assert or enforce any such claims 
against Engineers, its Directors, officers, 
and stockholders; and

(d) Provide that the Court will take 
appropriate steps for the adjudication 
and disposition of all such claims so filed 
with it.

The proposed amendment further 
provides that after payment by Engineers 
of all claims as allowed by the court and 
all fees and expenses in connection with 
the final consummation of the plan and 
the liquidation of Engineers, the remain
ing assets of Engineers (“distributable 
funds”) will be distributed pro ra ta 
among its common stockholders as a final 
dividend in liquidation. Promptly upon 
ascertainment of the amount of distribu-
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table funds, Engineers will deposit the 
same with Stone & Webster Service 
Corporation, Boston, Massachusetts, as 
Dividend Disbursing Agent, the date of 
such deposit being referred to as the 
“distribution date.” Upon such distribu
tion date Engineers will also deposit with 
said Dividend Disbursing Agent (a) 
amounts then held by it, if any, repre
senting checks issued in payment of divi
dends on preferred stock of Engineers 
and not presented for payment by the 
persons entitled thereto, such amounts 
aggregating, as of the date of the appli
cation $35.28, and (b) amounts then held 
by it, if any, representing checks issued 
in payment of the partial liquidating 
dividend to common stockholders of rec
ord on November 15, 1949 and not pre
sented for payment by the persons 
entitled thereto, such amounts aggregat
ing, as of the date of the application, 
$244.80; all such amounts being herein
after called the “unclaimed funds.” Upon 
the deposit of the distributable funds and 
the unclaimed funds with the Dividend 
Disbursing Agent as aforesaid, holders 
of certificates for common stock of En
gineers shall cease to have any rights as  ̂
stockholders of Engineers and shall be 
entitled, subject to the limitations here
inafter set forth, only to receive their pro 
rata share of the final dividend in liqui
dation as aforesaid and their respective 
shares, if any, of the unclaimed funds. 
Thereafter said Dividend Disbursing 
Agent shall mail notices to the common 
stockholders of Engineers of such deposit 
and of their rights with respect thereto, 
upon surrender of their certificates.

From and after a date five years after 
the distribution date all holders of cer
tificates for preferred and common stock 
of Engineers who have not surrendered 
such certificates to the Dividend Disburs
ing Agent in exchange for their pro rata 
share of the final dividend in liquidation 
or who shall not have claimed their re
spective shares of the unclaimed funds, 
shall cease to be entitled to receive any 
of the distributable funds or unclaimed* 
funds, and their claims shall have be
come void and of no value. As soon as 
practicable after the cut-off date all of 
the distributable funds and unclaimed 
funds then remaining in the hands of 
the Dividend Disbursing Agent shall be 
paid over by the Dividend Disbursing 
Agent as follows:

51 percent to Virginia Electric and Power 
Company,

38 percent to Gulf States Utilities Com
pany,

11 percent to El Paso Electric Company.
There shall be similarly paid over by 
the Chase Manhattan Bank to said cor
porations in the same proportions any 
funds held by it on the cut-off date, in 
trust or otherwise, for the account of 
holders of the formerly outstanding pre
ferred stocks of Engineers who shall not 
have surrendered their certificates pur
suant to the plan as amended.

Engineers will pay to the Dividend 
Disbursing Agent the sum of $23,000 in 
payment for its services and disburse
ments in connection with the distribu
tion of the final dividend in liquidation
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and the location of the holders of the 
formerly outstanding preferred stocks 
of Engineers, including the mailing of 
notices to the common stockholders of 
Engineers, the obtaining of bonds of 
indemnity in the event of lost stock cer
tificates, the storage of transfer records, 
the employment of tracer organizations, 
and all related matters.

The proposed amendment further pro
vides that any action to be taken by di
rectors in consummating the plan shall 
be deemed to be taken if evidenced by a 
resolution duly adopted at a meeting of 
the directors duly convened or held or 
by an instrument in writing signed by 
a majority of the surviving directors 
without a meeting.

Pursuant to affidavits filed as exhibits 
to the application of Engineers, Engi
neers requests approval of the payment 
to Mudge, Stern, Baldwin & Todd of the 
sum of $12,500 for services rendered to 
Engineers from September 13, 1949 to 
the date of the application and for serv
ices to be rendered after that date, to
gether with the disbursements actually 
made of $214.87 and for estimated dis
bursements to be made after the date of 
the application in the amount of $250; 
and to Milbank, Tweed, Hope & Hadley 
the sum of $1,250 for services rendered 
and to be rendered after August 18, 1949, 
and $29.79 for disbursements actually 
made.

Additionally, Engineers requests that 
an order be entered directing The Chase 
Manhattan Bank to turn over to Engi
neers such of the escrowed funds as are 
held by it pursuant to section 1 (c) of 
the Escrow Agreement, but not including 
such sums as are held for the account of 
the preferred stockholders of Engineers 
who have not yet surrendered their cer
tificates.

Engineers estimates that the total ex
penses of ■ consummating the plan, as 
amended by said Amendment No. 7, in
cluding the fee of the Dividend Disburs
ing Agent, counsel fees as aforesaid, and 
all other expenses, will be approximately 
$62,500 and states that this would leave* 
assuming that there are no additional 
claims of creditors asserted against En
gineers, the sum of approximately $279,- 
400, or approximately 14 cents per share, 
for distribution in respect of the 1,909,968 
outstanding shares of common stock of 
Engineers.

Engineers requests the Commission to 
apply to the United States District Court 
for the District of Delaware for an order 
approving and enforcing said Amend
ment No. 7 to the plan.

Notice is further given that any in
terested person may, not later than 5:30 
p. m., e. s. t., on November 5,1956, request 
the Commission in writing that a hearing 
be held in respect of the proposed 
amendment and other proposed trans
actions, stating the nature of his interest, 
the reasons for such request, and the is
sues of fact or law raised by the applica
tion which he desires to controvert, or 
he may request that he be notified if 
the Commission should order a hearing 
thereon. Any such request should be 
addressed: Secretary, Securities and Ex
change Commission, Washington 25, 
D. C. At any time after said date the

Commission may grant the application, 
or the Commission may take such other 
action as it deems appropriate.

By the Commission.
[seal] Orval L. DtjBois,

Secretary.
IP. R. Doc. 56-8270; Piled, Oct. 15, 1956;

8:47 a. m.]

DEPARTMENT OF LABOR
Wage and Hour Division

Learner Employment Certificates

ISSUANCE TO VARIOUS INDUSTRIES

Notice is hereby given that pursuant to 
section 14 of the Pair Labor Standards 
Act of 1938 (52 Stat. 1060, as amended; 29 
U. S. C. 201 et seq.), and Part 522 of the 
regulations issued thereunder (29 CFR 
Part 522), special certificates authoriz
ing the employment of learners at hourly 
wage rates lower than the minimum 
wage rates applicable under section 6 of 
the act have been issued to the firms 
listed below. The employment of learn
ers under these certificates is limited to 
the terms and conditions therein con
tained and is subject to the provisions 
of Part 522. The effective and expiration 
dates, occupations, wage rates, number 
or proportion of learners and learning 
periods for certificates issued under gen
eral learner regulations (§§ 522.1 to 
522.12) are as indicated below; condi
tions provided in certificates issued un
der special industry regulations are as 
established in these regulations. Special 
certificates authorizing the employment 
of student-workers as learners in school- 
operated industries, as provided in Part 
527 (29 CFR Part 527), have been issued 
to the educational institutions listed 
hereinbelow; the effective and expira
tion dates, occupations, wage rates, num
ber or proportion of learners and learn
ing periods are indicated.

Apparel Industry Learner Regulations 
(29 CFR 522.20 to 522.24, as amended 
March 1, 1956, 21 P. R. 1349).

The following learner certificates were 
issued authorizing the employment of 
not more than 10 percent of the total 
number of factory production workers as 
learners for normal labor turnover pur
poses:

Allen Garment Co., College Street, Frank
lin, Ky.; effective 10-12-56 to 10-11-57 (sport 
shirts).

Ann Lee Frocks, 108-112 South Main 
Street, Pittston, Pa.; effective 10-13-56 to 
10-12-57 (dresses).

Asba Manufacturing Corp.; South Cedar 
Lane, Greencastle, Pa.; effective 9-28-56 to 
9-27-57 (housecoats).

Blue Bell, Inc., No. 2 Plant, Prentiss Co., 
Boonesville, Miss.; effective 9-28-56 to 
9-27-57 (men’s shirts).

Blue Bell, Inc., Ripley, Miss.; effective 
9-25-56 to 9-24-57 (work shirts).

Dandy Modes, Inc., 3902 14th Avenue, 
Brooklyn, N. Y.; effective 9-27-56 to 3-26-57 
(dresses, jumpers, sportswear, etc.).

F. Jacobson & Sons, Inc., Charlottesville, 
Va.; effective 10-7-56 to 10-6-57 (men’s 
pajamas).

Opp Textiles, Inc., 307-09 Rear South Side, 
Cummins Avenue, Qpp, Ala.; effective 10-2-56 
to 10-1-57 (hunting coats, etc.).

Pool Manufacturing Co., 1601 South Mont
gomery Street, Sherman, Tex.; effective

9-24-56 to 9-23-57 (work shirts, uniform 
shirts, etc.). ■

R o s e n a u , Bros., Inc., Fulton Street, | 
Ephrata, Pa.; effective 10-6-56 to 10-5-57 I 
( children’s dresses ).

Rosenau Bros, Inc., Main Street, Red Hill, 
Pa.: effective 10-6-56 to 10-5-57 (Children’s | 
dresses).

Rosenau Bros, Inc., West Bertsch Street, 
Lansford, Pa.; effective 10-21-56 to 10-20-57
(children’s dresses). _„

Standard Romper Co., Inc., 335 Forest 
Avenue, Portland, Maine; effective 10-1-56 to 
9-30-57 (children’s outergarments).

Standard Romper Co., Inc., 558 Roosevelt 
Avenue, Central Falls, R. I.; effective 10-1-56 
to 9-30-57 (children’s outergarments).

A. Stein & Co., 606 North Vermillion, 
Streator, 111.; effective 9-27-56 to 9-26-57 
(women’s bras and girdles).

Levi Strauss & Co., 220 North Houston 
Avenue, Denison, Tex.; effective 9-27-56 to 
9-26-57 (denim coats, slacks).

The Warner Bros. Co., Moultrie, Ga.; ef
fective 10-8—56 to 10—7—57 (corsets and 
brassieres).

The following learner certificates were 
issued for normal labor turnover pur
poses. The number of learners author
ized is indicated :

Granville Manufacturing Co., Oxford, N. C.; 
effective 9-28-56 to 9-27-57; 10 learners 
(ladies’ dresses) (replacement certificate).

Rice-Stix Factory No. 17, Houston, Miss.; 
effective 10-9—56 to 10-8—57; 5 learners in the 
production of men’s and boys’ pajamas 
(pajamas).

S & $ Sportswear, Inc., 809 First Avenue, 
Asbury Park, N. J.; effective 9-28-56 to 
9-27-57; 5 learners (boys’ and girls’ jackets).

Standard Romper Co., Inc,, Brunswick, 
Maine; effective 10-1-56 to 9-30-57; 10 
learners (shirts).

Star Clothing Manufacturing, Inc., 116 
Tremont Street, Boston, Mass.; effective 
9-25-56 to 9-24-57; 4 learners (jackets, shorts, 
etc.).

Taneytown Dress Co., Taneytown, Md.; 
effective 9-28-56 to 9-27-57; 5 learners 
(ladies’ cotton dresses).

Trego’s Westwear, 1001-5 Seventh Street, 
Woodward, Okla.; effective 10-1-56 to
9- 30-57; 5 learners (cowboy and cowgirl suits, 
wool coats).

Williamston Manufacturing Co., Inc,, Wil- 
liamston, S. C.; effective 9-28-56 to 9-27-57;
5 learners (men’s and boys’ shirts).

Wyoming Valley Garment Co„ 237 Old 
River Road, Wilkes-Barre, Pa.; effective
10- 12-56 to 10-11-57; 10 learners (men’s and 
boys’ pants).

The following learner certificates were 
issued for plant expansion purposes. 
The number of learners authorized is 
indicated:

Albert of Arizona, Inc., 234 South Extension 
Road, Mesa, Ariz.; effective 9-28-56 to 
3-27-57; 20 learners (slips and petticoats).

Chester Needlecraft, Inc., Chester, 111.; 
effective 9-27-56 to 3-26-57; 10 learners 
(women’s dresses).

Freedman Co., Okeechobee, Fla.; effective 
10-1-56 to 3-31-57; 15 learners (women’s 
uniforms).

Glenn Slacks, Inc., Bruce, Miss.; effective 
9-28-56 to 3-27-57; 150 learners (play slacks, 
etc.).

Horse Cave Manufacturing Co., Inc., Horse 
Cave, Ky.; effective 9-26-56 to 2-7-57; 20 
learners (men’s pants, hobby Jeans, etc.) 
(supplemental certificate).

W. Koury Co., 633 Chatham Street, Sanford,
N. C.; effective 9-25-56 to 3-24r-57; 50 learners 
(men’s and boys’ work pants and shirts).

T. S. Lankford & Sons, 151% Walnut Street, 
Abilene, Tex.; effective 9-27-56 to 3-26-57; #
10 learners (Army uniforms).
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Monticello Manufacturing Co., Monticello, 

Ky.; effective 10-1-56 to 3-31-57; 25 learners 
(men’s and boys’ sport shirts).

Opp Textiles, Inc., 307-09 Rear South Side 
Cummins Avenue, Opp, Ala.; effective 10-2-56 
to 4-1-57; 40 learners (hunting coats).

Oshkosh B’Gosh, Inc., Celina Division, 
Celina, Tenn.; effective 9-24-56 to 3-19-57; 25 
learners (work pants, and shirts) (supple
mental certificate).

Smart Girl’s Dress Shop, 1498 Straight 
Path, Wyandanch, N. Y.; effective 9-28-56 to 
3_27_57; 25 learners (women’s dresses).

Standard Romper Co., Inc., Brunswick, 
Maine; effective 10-1-56 to 3-31-57; 10 learn
ers (children’s (boys’) shirts).

Washington Garment Co., 218y2 West Main 
Street, Washington, N. C.; effective 9-26-56 
to 3-25-57; 10 learners (children’s dresses).

Cigar Industry Learner Regulations 
(29 CPR 522.80 to 522.85, as amended 
March 1, 1956, 21 F, R. 629).

Budd Cigar Co. of Alabama, 309 Sixth 
Avenue, Dothan, Ala.; effective 9-24-56 to 
9-23-57; 10 percent of factory production 
workers for normal labor turnover purposes.

Glove Industry Learner Regulations 
(29 CFR 522.60 to 522.65, as amended 
March 1,1956, 21 F. R. 581).

Monte Glove Co., Inc., Maben, Miss.; effec
tive 10-1-56 to 9-30-57; 10 learners for normal 
labor turnover purposes (work gloves).

Monte Gfbve Co., Inc., Maben, Miss.; effec
tive 10-1-56 to 3-31-57; 10 learners for plant 
expansion purposes (work gloves).

Hosiery Industry Learner Regulations 
(29 CFR 522.40 to 522.43, as amended 
March 1, 1956, 21 F. R. 629).

C. W. Anderson Hosiery Co., Inc., Clinton, 
S. C.; effective 9-30-56 to 9-29-57; 4 learners 
for normal labor turnover purposes (dye 
and finish ladies’ nylon hosiery).

Hanover Mills, Inc., 716 South 17th Street, 
Wilmington, N. C.; effective 9-24-56 to 
3-23-57; 30 learners for expansion purposes 
(seamless).

Kaytee Hosiery Mill, Inc., River Street, 
Franklin, N. H.; effective 9-26-56 to 9-25-57; 
3 learners for normal labor turnover pur
poses (seamless).

Regan Knitting Co., Inc., 7 Cox Avenue, 
Thomas ville, N. C.; effective 9-25-56 to 
9-24-57; 5 percent of factory production 
workers for normal labor turnover purposes 
(seamle*).

Tower Hosiery Mills, Inc., Broad Street. 
Burlington, N. C.; effective 10-1-56 to 
3-31-57; 10 learners for expansion purposes 
(full-fashioned).

C. A. Wanner, Inc., 100 South Richmond 
Street, Fleetwood, Pa.; effective 9-28-56 to 
9-27-57; 5 learners for normal labor turnover 
purposes (seamless).

Knitted Wear Industry Learner Regu
lations (29 CFR 522.30 to 522.35, as 
amended March 1, 1956, 21 F. R. 581) .

Dri-Set, Inc., Graysville, Tenn.; effective
9- 24-56 to 3-23-57; 10 learners for expansion 
purposes (knitted sleeping wear).

The Hadley Corp., Reems Creek Road, 
Weaverville, N. C.; effective 9-28-56 to 
2-28-57; 5 percent of factory production 
workers for normal labor turnover purposes 
(sweaters) (replacement certificate).

Harvey Manufacturing Co., Ninth and 
Vine Streets, Berwick, Pa.; effective 9-26-56 
to 9-25-57; 5 learners for normal labor turn
over purposes (women’s slips).

Harvey Manufacturing Co., Ninth and 
Vine Streets, Berwick, Pa.; effective 9-26-56 
to 3-25-57; 7 learners for plant expansion 
purposes (women’s slips),

Knickerbocker Manufacturing Co., Inc., 
West Point, Miss.; effective 19-13—56 to
10- 12-57; 5 percent of factory production
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workers for normal labor turnover purposes 
(men’s woven sleepwear).

Le-Nor Undergarment Corp., 519 Eighth 
Avenue, New York, N. Y.; effective 9-28-56 
to 3-27-57; 5 learners for normal labor tu rn 
over purposes (children’s panties, pajamas).

Porter Mills, Inc., Second and Elizabeth 
Streets, Cullman, Ala,; effective 9-27-56 to 
9-26-57; 5 learners for normal labor tu rn
over purposes (cotton knit pajamas, tee 
shirts, etc.).

Rice-Stix Factory No. 17 Houston, Miss.; 
effective 10-9-56 to 10-8-57; 5 percent of 
factory production workers engaged in the 
production of shorts for normal labor tu rn
over purposes (shorts).

Standard Romper Co., Inc., 558 Roosevelt 
Avenue, Central Falls, R. I.; effective 10-1-56 
to 9-30-57; 5 percent of factory production 
workers engaged in the manufacture of 
garments from knitted fabric for normal 
labor turnover p u r p o s e s  (children’s 
outergarments).

Shoe Industry Learner Regulations 
(29 CFR 522.50 to 522.55, as amended 
March 1, 1956, 21 F. R. 1195).

Farmington Shoe Co., Division of Breed 
Sandal Co., Inc., Farmington, Maine; effec
tive 9-21-56 to 3-20-57; 150 learners for 
expansion purposes (replacement certificate).

Sport Specialty Shoemakers, Inc., Unit No. 
2 114 North Main Street, Chaffee, Mo.; effec
tive 10-11-56 to 10-10-57; 10 percent of 
factory production workers for normal labor 
turnover purposes.

Regulations applicable to the Employ
ment of Learners (29 CFR 522.1 to 522.12, 
as amended February 28, 1955, 20 F. R. 
645).

The following learner certificates were 
issued to the companies listed below 
manufacturing miscellaneous products. 
The effective and expiration dates, 
learner rates, occupations, learning 
periods, and the number or proportion 
of learners authorized to be employed, 
are as indicated:

Bayside Net & Twine Co., Inc., Port 
Isabel, Tex.; effective 10-1-56 to 3-31-57; 
not less than 85 cents per hour for a maxi
mum of 240 hours, for . the occupation of 
netting machine operator; authorizing the 
employment of. not more than 2 learners 
on any one work day, for normal labor tu rn
over purposes (fish netting).

Beckley Manufacturing Corp., Skelton, W. 
Va.; effective 3-1-56 to 8-31-56; not less 
than 80 cents per hour for the first 240 
hours, 85 cents per hour for the next 120 
hours, and 90 cents per hour for the re
maining 120 hours of the 480-hour learning 
period, for the occupations of basic hand and 
machine production operations; authorizing 
the employment of 300 learners for expansion 
purposes. (This certificate replaces a cer
tificate for the same number of learners 
previously issued which contained on its face 
a restriction that learners may be employed 
when the new addition to the plant is com
pleted.) (Radio and TV components.) 
(Replacement certificate.)

Blount-Parker Corp., Lacona, N. Y.; effec
tive 10-1-56 to 3-31-57; not less than 85 
cents per hour for a maximum of 240 hours, 
for the occupation of sewing machine oper
ator; authorizing the employment of 4 
learners for normal labor turnover purposes 
(baby bathanets).

Brady Manufacturing Co., Inc., Ramseur, 
N. C.; effective 10-1-56 to 3-31-57; not less 
than 85 cents per hour for the first 160 hours 
and 90 cents per hour for the remaining 160 
hours of the 320-hour learning period, for 
the occupations of sewing machine operator 
and presser; authorizing the employment of 
5 learners for normal labor turnover purposes
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(men’s hemstitched and plain hemmed 
handkerchiefs).

Excelsior Pearl Works, Inc., Federalsburg, 
Md.; effective 10-3-56 to 4-2-57; not, less 
than 85 cents per hour for the first 320 hours 
and 90 cents per hour for the remaining 160 
hours of the 480-hour learning period, for 
the occupation of blank button cutting; 
authorizing the employment of 10 learners 
for normal labor turnover purposes (ocean 
pearl buttons).

Frederick Tailoring Co., Inc., Fulton Plant 
No. 4, McConnellsburg, Pa.; effective 10-1-56 
to 3-31-57; not less than 85 cents per hour 
for the first 280 hours and 90 cents per hour 
for the remaining 200 hours for the 480-hour 
learning period, for the occupations of sew
ing machine operator, final pressing, hand 
sewing, and finishing operations involving 
hand sewing; authorizing the employment 
of five percent of factory production workers 
for normal labor turnover pin-poses (men’s 
clothing).

Hickey-Freeman Co., 709 Bleecker Street, 
Utica, N. Y.; effective 10-1-56 to 3-31-57; not 
less than 85 cents per hour for the first 
280 hours and 90 cents per hour for the re
maining 200 hours of the 480-hour learning 
period, for the occupations of handsewer 
and finishing operations involving hand sew
ing; authorizing the employment of 5 learn
ers for normal labor turnover purposes (suits, 
overcoats, topcoats, etc.).

Jewel-Lee Manufacturing Co., 107-16 Ja
maica Avenue, Richmond Hill, N. Y.; effective 
10-1-56 to 3-31-57; not less than 85 cents 
per hour for the first 160 hours and 90 cents 
per hour for the remaining 160 hours of the 
320-hour learning period, for the occupa
tions of sewing machine operator and hand 
sewer; authorizing the employment of not 
more than 5 learners on any one work day, 
for normal labor turnover purposes (men’s 
neckwear).

Melster Candies, Inc., Madison Street, 
Cambridge, Wise.; effective 9-9-56 to 3-8-57; 
not less than 90 cents per hour for the first 
120 hours and 95 cents per hour for the re
maining 120 hours of the 240-hour learning 
period, for the occupations of candy coater 
and wrapping machine operator; authoriz
ing the employment of 5 learners for normal 
labor turnover purposes (bar candies, bulk 
candies) (replacement certificate).

Shell Arts Co., 246 Wilmington Boulevard, 
Wilmington, Calif.; effective 10-1-56 to 3-10— 
57; not less than 85 cents per hour for the 
first 320 hours and 90 cents per hour for the 
remaining 180 hours of the 480-hour learn
ing period, for the occupations of blank but
ton cutting, button grinding machine op
erator, button turning machine operator, 
button drilling machine operator, button 
polisher, and finished button sorter; author
izing the employment of 10 learners for nor
mal labor turnover purposes (ocean pearl 
buttons) (replacement certificate).

Textile Hardwood Manufacturing Co., Inc., 
13th and 5th Streets, West Huntsville, Ala.; 
effective 9-28-56 to 3-27-57; not less than 85 

, cents per hour for a maximum of 160 hours, 
for the occupation of woodworking machine 
operator; authorizing the employment of 5 
learners for normal labor turnover purposes 
(broom, mop. sweeper, etc.).

Timely Clothes, Inc., 624 Exchange Street, 
Geneva, N. Y.; effective 10-1-56 to 3-31-57; 
not less than 85 cens per hour for the first 280 
hours and 90 cents per hour for the remain
ing 200 hours of the 480-hour learning pe
riod, for the occupations of sewing machine 
operator, final presser, hand sewer, and fin
ishing operations involving handsewing; au
thorizing the employment of 5 learners for 
normal labor turnover purposes (men’s suits, 
outercoats).

The following learner certificate was 
Issued in Hawaii in the women’s apparel 
division of the apparel industry.
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Nali’i Fashions, Ltd., 1522 Nakaloa Street, 

Honolulu, T. H.; effective 10-3*-56 to 10-2-67; 
5 learners for normal labor turnover purposes 
(children’s play clothes).

Regulations Applicable to the Employ
ment of Student-Workers (29 CPR 527.1 
to 527.9, October 14, 1955, 20 P. R. 7737).

Cedar Lake Academy, Cedar Lake, Mich.; 
effective 9-1-56 to 8-31-57; woodworking in
dustry: not less than 80 cents per hour for 
the first 300 hours and 85 cents per hour for 
the remaining 300 hours of the 600-hour 
learning period, for the occupations of wood 
working machine operator, assembler, and 
related skilled and semi-skilled occupations 
Including incidental clerical work in shop; 
authorizing the employment of 65 student- 
workers (replacement certificate).

Walla Walla College, Drawer 1, College 
Place, Wash.; effective 9-24-56 to 8-31-57, 
printing industry: not less than 80 cents per 
hour for the first 500 hours and 85 cents per 
hour for the remaining 500 hours of the 
1,000-hour learning period, for the occupa
tions of compositor, pressman, bindery 
worker and related skilled and semi-skilled 
occupations; authorizing the employment of 
25 student-workers; bookbindery industry: 
not less than 80 cents per hour for the first 
300 hours and 85 cents per hour for the re
maining 300 hours of the 600-hour learning 
period, for the occupations of bookbinder, 
bindery worker and related skilled and semi
skilled occupations; authorizing the employ
ment of 8 student-workers.

Each certificate has been issued upon 
the employer’s representation that em
ployment of learners a t subminimum 
rates is necessary in order to prevent cur
tailment of opportunities for employ
ment, and that experienced workers for 
the learner occupations are not available. 
The certificates may be cancelled in the 
manner provided in the regulations and 
as indicated in the certificates. Any per
son aggrieved by the issuance of any of 
these certificates may seek a review or 
reconsideration thereof within fifteen 
days after publication of this notice in 
the F ederal R egister pursuant to the 
provisions of Parts 522 and 527.

Signed a t Washington, D. C., this 3d 
day of October 1956.

M ilton Brooke, 
Authorized Representative of 

the Administrator.
[F. R. Doc. 56-8270; Filed, Oct. 15, 1956;

8:46 a. m.]

INTERSTATE COMMERCE 
COMMISSION

F ourth Section Applications for R elief 
October 11, 1956.

Protests to the granting of an applica
tion must be prepared in accordance with 
Rule 40 of the general rules of practice 
(49 CFR 1.40) and filed within 15 days 
from the date of publication of this no
tice in the F ederal R egister.

LONG-AND-SHORT HAUL

FSA No. 32742; Hydrofluosilicic acid 
from the South. Filed by O. W. South, 
Jr., Agent, for interested rail carriers. 
Rates on hydrofluosilicic acid in solution, 
tank-car loads from (A) East Point, Ga., 
and (B) Montgomery, Ala., to (A) Chi
cago and Chicago Heights, 111., and (B)

East St. Louis, HI., St. Louis and Hine, 
Mo.

Grounds for relief: Circuitous routes.
Tariff; Supplement 234 to Agent 

Spaninger’s I. C. C. 1351.
FSA No. 32743: Barrels from Sioux 

City, Iowa, to Iowa points. Filed by W. 
J. Prueter, Agent, for interested rail car
riers. Rates on barrels, wooden, carloads 
from Sioux City, Iowa, to Des Moines, 
Meservey, and Osage, Iowa.

Grounds for relief: Circuitous routes.
Tariff: Agent Prueter’s tariff I. C. C. 

No. A-3952.
FSA No. 32744: Building boards from 

the South to Indiana. Filed by The St. 
Louis-San Francisco Railway Company, 
Agent, for itself, and interested rail car
riers. Rates on building boards, wall or 
insulating, viz.: fibreboard, pulpboard, or 
strawboard, loose or in packages, car
loads from Macon, Ga., and Pensacola, 
Fla., to Columbus and Shelbyville, Ind.

Grounds for relief: Rail carrier com
petition and circuity.

FSA No. 32745: Grain from Georgia 
to Mobile, Ala., and New Orleans, La. 
Filed by O. W. South, Jr., Agent, for 
interested rail carriers. Rates on bar
ley, corn, oats, rye, soybeans, or wheat, 
straight carloads, for export from Port 
Wentworth, Savannah, and Cordele, Ga., 
to Mobile, Ala., and New Orleans, La.

Grounds for relief: Rail carrier com
petition and circuity.

Tariff: Supplement 160 to Agent Span
inger’s I. C. C. 1325.

FSA No. 32746: Sulphur from Texas 
and Louisiana to the South. Filed by F. 
C. Kratzmeir, Agent, for interested rail 
carriers. Rates on sulphur and sulphur 
paste, in straight or mixed carloads from 
points in Texas and Louisiana to points 
in southern territory.

Grounds for relief: Short-line distance 
formula, grouping and circuity.

Tariff: Supplement 27 to Agent Kratz- 
meir’s I. C. C. 4177.

FSA No. 32747: Sulphur from Texas 
and Louisiana to the East. Filed by F. 
C. Kratzmeir, Agent, for interested rail 
carriers. Rates on sulphur (brimstone), 
crude (unground and unrefined), car
loads form points in Texas and Louisiana 
to points in official territory.

Grounds for relief: Short-line distance 
formula, grouping, and circuity.

Tariff: Supplement 28 to Agent Kratz- 
meir’s I. C. C. 4177.

By the Commission.
[seal] Harold D. McCoy,

Secretary.
[F. R. Doc. 56-8273; Filed, Oet. 15, 1956;

8:47 a. m.]

[Drought Order 57]
D isaster Area

TRANSPORTATION OF LIVESTOCK AND HAY AT 
REDUCED RATES

In the matter of relief under section 22 
of the Interstate Commerce Act.

It appearing that by reason of a pro
longed drouth existing in the States of 
Arizona, Colorado, Kansas, Nevada, New 
Mexico, and Utah, hereinafter referred

to as the disaster area, the Acting Secre
tary of Agriculture by letter dated Octo
ber 10, 1956, has requested the Commis
sion to enter an order under section 22 of 
the Interstate Commerce Act authorizing 
railroads subject to the Commission’s 
jurisdiction to transport livestock and 
hay from and to the disaster area at 
reduced rates:

It is ordered, That carriers by railroad 
participating in the transportation of hay 
to, and livestock from, the said area, and 
in the subsequent return of livestock to 
the disaster area, be, and they are hereby, 
authorized under section 22 of the Inter
state Commerce Act to establish and 
maintain until March 31, 1957 on hay, 
and May 31, 1957 on livestock, reduced 
rates for such transportation, the rates 
to be published and filed in the manner 
prescribed in section 6 of the Interstate 
Commerce Act except that they may be 
made effective one day after publication 
and filing instead of thirty.

It is further ordered, That the class of 
persons entitled to such reduced rates is 
hereby defined as persons designated as 
being in distress and in need of relief by 
the United States Department of Agri
culture or by such State agents or 
agencies as may in turn be designated by 
the United States Department of Agri
culture to assist in relieving the distress 
caused by the drouth.

I t  is further ordered, That during the 
period in which any reduced rates 
authorized by this order are effective the 
carriers may, not withstanding the pro
visions of section 4 of the Interstate 
Commerce Act, maintain higher rates to 
directly intermediate points and main
tain through rates in excess of the aggre
gate of intermediate rates over the same 
routes if one or more of the factors of 
such aggregate-of-intermediate rates is 
a reduced rate established under the 
authority of this order.

And it is further ordered, That any 
tariffs or tariff provisions published un
der the authority of this order shall 
explicitly so state, making reference to 
this order by number and date.

And it is further ordered. That notice 
to the affected railroads and the general 
public shall be given by depositing a copy 
of this order in the office of the Secre
tary of the Commission and by filing a 
copy with the Director, Division of the 
Federal Register; and that copies be 
mailed to the Chairman of the Traffic 
Executive Association-Eastern Railroads, 
New York, N. Y., the Chairman of 
the Southern Freight Association, At
lanta, Georgia, the Chairman of the 
Executive Committee, Western Traffic 
Association, Chicago, Illinois, the Traffic 
Vice-President of the Association of 
American Railroads, Washington, D. C., 
and to the President of the American 
Short Line Railroad Association, Wash
ington, D. C.

Dated a t Washington, this 11th day of 
October 1956.

By the Commission.
[seal] Harold D. McCoy,

Secretary.
[F. R. Doc. 56-8274; Filed, Oct. 15. 1956;

8:47 a. m.]
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Organization op Divisions and Boards 
and Assignment of W ork, B usiness 
and Functions

duties and responsibilities of chairman 
October 3,1956.

The organization minutes of the In
terstate Commerce Commission relating 
to the organization of divisions and 
boards and assignment of work, business 
and functions of the Interstate Com
merce Commission, pursuant to section 
17 of the Interstate Commerce Act as 
amended, effective July 17,1956 (21 F. R. 
6310), have been amended by deleting 
from the section entitled “Duties and 
Responsibilities of the Chairman” the 
requirement, appearing under (b) of 
Item 3.7, that the Chairman report per
iodically, not less than once every six 
months, to the Commission on the state 
of the Commission’s work. As thus 
amended, Item 3.7 reads as follows:

3.7 He shall (a) bring to the attention 
of any Commissioner, division, or board 
any delay or failure in the work under 
his or its supervision, and (b) recom
mend to the Commission ways and means 
of correcting or preventing avoidable 
delays in the performance of any work or 
the disposition of any official matter 
which he is unable otherwise to have 
remedied.

[seal] Harold D. McCoy,
Secretary.

[F. R. Doc. 56-8275; Filed, Oct. 15, 1956;
8:47 a. m.]

DEPARTMENT OF JUSTICE
Office of Alien Property
[Vesting Order 17686, Amdt.] 

T heodor Bauer

In re: Bonds owned by Theodor Bauer. 
F-28-31252.

Vesting Order 17686, dated April 18, 
1951, is hereby amended to read as fol
lows:

Under the authority of the Trading 
with the Enemy Act, as amended, Exec
utive Order 8389, as amended, and 
Executive Order 9788, and pursuant to 
law, after investigation, it is hereby 
found:

1. That Theodor Bauer, whose last 
known address is Stuttgart, Sillenbuch, 
Friedrich Zundelstr. 23, Germany, is a 
resident of Germany and a national of a 
designated enemy country (Germany); .

2. That the property described as fol
lows:

a. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by three (3) Southern Pacific Company 
4 percent Gold Coupon Bonds, due 1949, 
of $1,000 face value each, bearing the 
numbers 1639, 13587 and 19309, and 
evidenced by coupons attached to or

detached from said bonds and due on or 
after June 1,1940, and any and all rights 
to demand, enforce and collect the afore
said debts or other obligations, together 
with any and all rights in, to and under 
the said bonds and coupons,

b. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by three (3) Central Pacific Railway 
Company 4 percent First Refunding 
Mortgage gold coupon bonds, due 1949, 
of $1,000 face value each, bearing the 
numbers 26382, 34274 and 77739, and 
evidenced by coupons attached to or de
tached ̂ rom said bonds and due on or 
after August 1, 1940, and any and all 
rights to demand, enforce and collect the 
aforesaid debts or other obligations, to
gether with any and all rights in, to and 
under the said bonds and coupons,

c. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by two (2) The Kansas City Southern 
Railway Company 3 percent First Mort
gage Bonds, of $1,000 face value each, 
bearing the numbers 22334 and 22335, 
and evidenced by coupons attached to or 
detached from said bonds and due on or 
after October 1, 1940, and any and all 
rights to demand, enforce and collect 
the aforesaid debts or other obligations, 
together with any and all rights in, to 
and under the said bonds and coupons,

d. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by three (3) Northern Pacific Railway 
Company 4 percent Prior Lien bonds, of 
$1,000 face value each, bearing the num
bers 5468,61059 and 89945, and evidenced 
by coupons attached to or detached from 
said bonds, and due on or after July 1, 
1940, and any and all rights to demand, 
enforce and collect the aforesaid debts 
or other obligations, together with any 
and all rights in, to and under the said 
bonds and coupons,

e. That certain debt or other obliga
tion, matured or unmatured, evidenced 
by one (1) Illinois Central Railroad 
4 percent bond due 4/1/52 of $1,000 face 
value, bearing the number 9265, and evi
denced by coupons attached to or de
tached from said bond and due on or 
after October 1, 1940, and any and all 
rights to demand, enforce and collect the 
aforesaid debt or other obligation, to
gether with any and all rights in, to and 
under the said bond and coupons,

f. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by three (3) Union Pacific Railroad Com
pany 4 percent First Mortgage Railroad 
& Land Grant Bonds, of $1,000 face value 
each, bearing the numbers M43459, 
M44782 and M81026, and evidenced by 
coupons attached to or detached from 
said bonds and due on or after July 1, 
1940, and any and all rights to demand, 
enforce and collect the aforesaid debts 
or other obligations, together with any 
and all rights in, to and under the said 
bonds and coupons.

g. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by thre'e (3) Norfolk and Western Rail
way Company First Consolidated Mort
gage Bonds, bearing the numbers D4542 
and D4543 of $500 face value each and 
21419 of $1,000 face value, and evidenced 
by coupons attached to or detached from 
said bonds and due on or after October 1, 
1940, and any and all rights to demand, 
enforce and collect the aforesaid debts 
or other obligations, together with any 
and all rights in, to and under the said 
bonds and coupons, and

h. Those certain debts or other obliga
tions, matured or unmatured, evidenced 
by three (3) The Atchison, Topeka and 
Santa Fe Railway Company 4 percent 
Convertible Bonds, of $1,000 face value 
each, due 1955, bearing the numbers 
799, 36310 and 36311, and evidenced by 
coupons attached to or detached from 
said bonds and due on or after June 1, 
1940, and any and all rights to demand, 
enforce and collect the aforesaid debts 
or other obligations, together with any 
and all rights in, to and under the said 
bonds and coupons, including particu
larly, but hot limited to, the redemption 
proceeds resulting from said bonds 
being called for retirement on December 
1,1945,
is property within the United States 
owned or controlled by, payable or deliv
erable to, held on behalf of or on account 
of, or owing to, or which is evidence of 
ownership or control by, Theodor Bauer, 
the aforesaid national of a designated 
enemy country (Germany) ; and it is 
hereby determined:

3. That to the extent that the person 
named in subparagraph 1 hereof is not 
within a designated enemy country, the 
national interest of the United States re
quires that such person be treated as a 
national of a designated enemy country 
(Germany).

All determinations and all action re
quired by law, including appropriate 
consultation and * certification, having 
been made and taken, and it being 
deemed necessary in the national 
interest,

There is hereby vested in the Attorney 
General of the United States the prop
erty described above, to be held, use£, 
administered, liquidated, sold or other
wise dealt with in the interest of and 
for the benefit of the United States.

The terms “national” and “designated 
enemy country” as used herein shall 
have tfye meanings prescribed in section 
10 of Executive Order 9193, as amended.

Executed at Washington, D. C., on 
October 11,1956.

For the Attorney General.
[seal] P aul V. Myron,

Deputy Director, 
Office of Alien Property.

[F. R. Doc. 56-8286; Filed, Oct. 15, 1956;
8:48 a. m.]
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